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SECURITIES ACT OF 1933 
Release No. 5760/November 16, 1976 


PERMANENT SUSPENSION OF THE REGULATION A 
EXEMPTION OF W.E. HAUCK, INC. 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation A exemption 
from registration under the Securities Act of 1933, as 
amended, with respect to the offering of securities of W.E. 
Hauck, Inc. (the “Issuer’), 1207 Alpharetta Street, Alphar- 
etta, Georgia. 


Pursuant to a Notification filed on October 31, 1975, the 
Issuer proposed to offer 425,000 shares of its Common 
Stock for cash at $1.00 per share, 52,000 shares of its 
Common Stock in exchange for Common Stock in Reid- 
Provident Laboratories, Inc. and 25,000 shares of its Com- 
mon Stock for certain assets of American Laboratories, Inc. 
On June 2, 1976, however, the Commission issued an 
Order Temporarily Suspending the Regulation A exemption 
of the Issuer. 


According to the permanent suspension order, the Commis- 
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sion found that: (a) the Notification and Offering Circular of 
the Issuer omit to state material facts necessary in order to 
make the statements made, in light of the circumstances 
under which they are made, not misleading; (b) the Issuer 
failed to comply with the terms and conditions of Regulation 
A; and (c) the offering, if made, would be in violation of 
Section 17 of the Securities Act of 1933, as amended. 


Without admitting or denying the above findings, W.E. 
Hauck, Inc. consented to the above findings and to the 
issuance of the permanent suspension order. Therefore, the 
Commission ordered, pursuant to Rule 261 of the General 
Rules and Regulations under the Securities Act of 1933, as 
amended, that the exemption of the Issuer under Regulation 
A be permanently suspended. 





SECURITIES ACT OF 1933 
Release No. 5761/November 16, 1976 


PERMANENT SUSPENSION OF THE REGULATION B 
EXEMPTION OF RIO GRANDE OIL COMPANY 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation B exemption 
from registration under the Securities Act of 1933 with 
regard to the public offering of fractional undivided interests 
in oil and gas leases in the following Rio Grande Oil 
Company (Rio Grande) offerings: 


Rio Grande Oil Company—#1 Hastings Lease (File No. 20- 
2095A1); 


Avis #1 Lease (File No. 20-2095A2); 

#1 Beasley Lease (File No. 20-2095A3); 

Pearmon #1 Lease (File No. 20-2095A4); 

July #1 Lease (File No. 20-2095A5); 

Louvier #1 Lease (File No. 20-2095A6); 

J.C. Mitchell #1 Lease (File No. 20-2095A7); 

Hoegemeyer #1 (File No. 20-2095A8);: 

O'Brien #18 Lease (File No. 20-2095A9). 

The Commission has reason to believe that the exemption 
from registration afforded by Regulation B is unavailable 
because Rio Grande has not complied with the terms and 
conditions of Regulation B in that (1) as to those five 
offering sheets effective on or filed subsequent to December 
15, 1975, the date that an order was entered by a state 
court in Harris county, Texas, restraining Rio Grande from 
selling securities in or from the state of Texas, Rule 
306(a)(ii) denies the exemption; (2) Rio Grande did not 


comply with Rule 310(b) by failing to deliver copies of the 
offering sheet to prospective investors at or prior to the time 
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of the initial offer of two of these offerings; (3) Rio Grande 
did not comply with Rule 310(d) by failing to deliver copies 
of the offering sheet to investors at least 48 hours before 
sales of two of these offerings were made; (4) Rio Grande 
failed to comply with Rule 318(b) by utilizing, in addition to 
the offering sheet, prohibited sales literature in connection 
with two of these offerings; (5) all of these offering sheets 
failed to comply with Rule 330(a) and (b), by not disclosing 
that Thomas J. Norton, a controlling stockholder of Rio 
Grande, is presently a defendant in a lawsuit filed by the 
Commission in May 1975, alleging violations of the federal 
securities laws; and by not disclosing that Lawrence Gard- 
ner, a securities salesman for Rio Grande, was indicted on 
January 22, 1975, by a grand jury in Harris county, Texas, 
on charges of violating the Texas Securities Act; and by 
making an untrue statement of a material fact by stating on 
the offering sheet that there was no pending litigation, when 
Rio Grande had no reasonable grounds to believe that such 
statement was substantially correct; and-as to those three 
offering sheets effective on or after December 15, 1975, by 
not disclosing the entry on that date, by a state court in 
Harris county, Texas, of an order restraining Rio Grande 
from the sale of securities in or from the state of Texas; and 
(6) in connection with three of the offerings, Rio Grande has 
failed to cooperate with and has obstructed anc refused to 
permit the making of an investigation by the Commission, 
contrary to Rule 334(a)(iv). 





SECURITIES ACT OF 1933 
Release No. 5762/November 16, 1976 


PERMANENT SUSPENSION OF THE REGULATION B 
EXEMPTION OF CAVALIER OIL & GAS COMPANY, INC. 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation B exemption 
from registration under the Securities Act of 1933 with 
regard to the public offering of fractional undivided interests 
in oil and gas leases in the following Cavalier Oil & Gas 
Company, Inc. (“Cavalier”) offering: 


Cavalier Oil & Gas Company, Inc.—Benefield Estate Lease 
#1 (File No. 20-2112A1). 


The Commission has reason to believe that the exemption 
from registration afforded by Regulation B is unavailable 
because Cavalier had not complied with the terms and 
conditions of Regulation B in that Cavalier failed to comply 
with Rule 330(a) and (b) [17 CFR 230.330(a) and (b)] and 
made the offering in violation of the anti-fraud provisions of 
Section 17(a) of the Securities Act of 1933 and Section 
10(b) of the Securities Exchange Act of 1934, and Rule 
10(b)-5 thereunder, by failing to disclose that (a) Cavalier 
did not own any interest in the lease in which it is selling 
fractional undivided working interests to investors and (b) 
that it was not financially able to refund the proceeds of the 
offering to investors in the event that no well was drilled. 

















SECURITIES ACT OF 1933 
Release No. 5763/November 16, 1976 


PERMANENT SUSPENSION OF THE REGULATION B 
EXEMPTION OF KENTUCKY CRUDE OIL & GAS, INC. 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation B exemption 
from registration under the Securities Act of 1933 with 
regard to the public offering of fractional undivided interests 
in oil and gas leases in the following Kentucky Crude Oil & 
Gas, Inc. (“Kentucky Crude”) offerings: 


Kentucky Crude Oil & Gas, Inc-——Kentucky, Crude-Koehn 
#1 (File No. 20-2134A1); Kentucky Crude Oil & Gas, Inc._— 
Kentucky, Crude-Eck “B” #1 (File No. 20-2134A2); Ken- 
tucky Crude Oil & Gas, Inc.—Kentucky, Crude-Federal NE 
1-7 (File No. 20-2134A3); Kentucky Crude Oil & Gas, Inc._— 
Kentucky, Crude-Federal NW1-7 (File No. 2134A4). 


The Commission has reason to believe that the exemption 
from registration afforded by Regulation B is unavailable 
because Kentucky Crude had not complied with the terms 
and conditions of Regulations B in that, with respect to all 
four offerings, (1) no exemption was available under Regu- 
lation B according to Rule 306(a)(ii) [17 CFR 230.306(a)(2)] 
because Petco Oil & Gas, Inc., an affiliate of Kentucky 
Crude, was restrained and enjoined temporarily on October 
10, 1975, by the District Court of the State of Oklahoma, in 
and for the County of Oklahoma, from offering or selling 
securities without complying with Sections 201 and 301 of 
the Oklahoma Securities Act; and (2) no exemption is 
available under Regulation B according to Rule 306(a)(vi) 
[17 CFR 230.306(a)(6)] because Petco Oil & Gas, Inc., an 
affiliate of Kentucky Crude, is and has been subject to an 
order of temporary suspension issued by the Commission; 
and (3) with respect only to the Kentucky Crude-Koehn #1 
(File No. 20-2134A1) offering, Kentucky Crude failed to 
comply with Rule 330(a) and (b) of Regulation B [17 CFR 
230.330(a) and (b)] by failing to disclose that Petco Oil & 
Gas, Inc., an affiliate of Kentucky Crude, (a) was restrained 
and enjoined temporarily by the District Court of the State of 
Oklahoma, in and for the: County of Oklahoma, from offering 
or selling securities without complying with Sections 201 
and 301 of the Oklahoma Securities Act and (b) is and has 
been subject to an order of temporary suspension issued by 
the Commission. 





SECURITIES ACT OF 1933 
Release No. 5764/November 16, 1976 


PERMANENT SUSPENSION OF THE REGULATION B 
EXEMPTION OF SOUTHERN CRUDE OIL & GAS CO., 
INC. 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation B exemption 
from registration under the Securities Act of 1933 with 
regard to the public offering of fractional undivided working 


interests in oil and gas leases in the following Southern 
Crude Oil & Gas Co., Inc. offerings: 


Southern Crude Oil & Gas Co., Inc_—Southern Keel No. 1 
(File No. 20-2117A1); Southern Crude Oil & Gas Co., !Inc.— 
Southern Keel No. 2 (File No. 20-2117A2). 


The Commission has reason to believe that the exemption 
from registration afforded by Regulation B is unavailable 
because (1) these offerings were made in violation of the 
antifraud provisions of section 17 of the Securities Act of 
1934, as amended, in that Southern Crude Oil & Gas Co., 
Inc. while engaged in the offering, directly and indirectly 
made use of the means and instruments of transportation 
and communication in interstate commerce and of the 
means and instrumentalities of interstate commerce, and in 
connection with the offer and sale of these offerings made 
to prospective purchasers and investors untrue statements 
of material facts and omitted to state material facts neces- 
sary to make the statements made, in light of the circum- 
stances under which they were made, not misleading; (2) 
these offering sheets contained untrue statements of mate- 
rial facts and omitted to state material facts necessary in 
order to make the statements made, in light of the circum- 
stances under which they were made, not misleading; and 
(3) Southern Crude Oil & Gas Co., Inc. has not complied 
with the terms and conditions of Regulation B in that 
Southern Crude Oil & Gas Co., Inc. did not comply with 
Rule 310(b) by failing to deliver copies of the offering sheets 
to the investors at or prior to the time of the initial offer. 





SECURITIES ACT OF 1933 
Release No. 5765/November 16, 1976 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation B exemptions 
from registration under the Securities Act of 1933, as 
amended, with respect to the public offering of fractional 
undivided work-interests in oil and gas leases in the follow- 
ing offerings filed by Mericle Oil Company: 


1) Mitchel Lease, Chico-Martinez Field, 
File No. 20-1686A2);: 
2) Mitchel Lease, Chico-Martinez 
File No. 20-1686A4); 
3) Mitchel Lease, Chico-Martinez 


( Well No. 
( 

( 

} 

(File No. 20-1686A5); 

( 

( 

( 

( 


35-30 


Field, Well No. 35-31 


Field, Well No. 35-32 
4) Mitchel Lease, Chico-Martinez 
File No. 20-1686A6); 

5) Mitchel Lease, Chico-Martinez 
File No. 20-1686A7); 

(6) Mitchel Lease, Chico-Martinez 
(File No. 20-1686A8); 

(7) Mitchel Lease, Chico-Martinez 
(File No. 20-1686A9); 

(8) Mitchel Lease, Chico-Martinez 
(File No. 20-1686A10); 

(9) Mitchel Lease, Chico-Martinez Field, Well No. 35-101 
(File No. 20-1686A11); 


Field, Well No. 35-49 


Field, Well No. 35-33 


Field, Well No. 35-50 


Field, Well No. 35-34 


Field, Well No. 35-51 
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(10) Mitchel Lease, Chico-Martinez Field, Well No. 35-35 
(File No. 20-1686A12); 

(11) Mitchel Lease, Chico-Martinez Field, Well No. 35-36 
(File No. 20-1686A13); 

(12) Mitchel Lease, Chico-Martinez Field, Well No. 35-52 
(File No. 20-1686A14); 

(13) Mitchel Lease, Chico-Martinez Field, Well No. 35-53 
(File No. 20-1686A15); 

(14) Mitchel Lease, Chico-Martinez Field, Well No. 35-102 
(File No. 20-1686A16); 

(15) Mitchel Lease, Chico- Martinez Field, Well No. 35-103 
(File No. 20-1686A17); 

(16) Stonestreet Lease, Well No. M-2 (File No. 20- 
1686A18); 

(17) Mitchel Lease, Chico-Martinez Field, Well No. 35-37 
(File No. 20-1686A19); 

(18) Stonestreet Lease, Well No. M-6 (File No. 20- 
1686A20); 





SECURITIES ACT OF 1933 
Release No. 5766/November 17, 1976 


PERMANENT SUSPENSION OF THE REGULATION A 
EXEMPTION OF MEDICAL EXPLORATION, INC. 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation A exemption 
from registration under the Securities Act of 1933, as 
amended, with respect to the offering of securities of 
Medical Exploration, Inc. (the “Issuer’), 3333 South 9th 
East #120, Salt Lake City, Utah 84106. 


Pursuant to a Notification filed on May 21, 1973, the Issuer 
proposed to offer 200,000 shares of its Common Stock, par 
value $.01, at $1.00 per share for an aggregate offering 
price of $200,000. The Salt Lake City firm of M.L. Fallick & 
Co., Inc. was designated as underwriter for the offering. 


On August 25, 1976, the Commission temporarily sus- 
pended the exemption of the Issuer, stating that it had 
reason to believe that: (a) the Notification and Offering 
Circular of the Issuer contain untrue statements of material 
facts and omit to state material facts necessary in order to 
make the statements made, in light of the circumstances 
under which they are riiade, not misleading, with respect to, 
among other things, the failure to disclose that the Utah 
Secretary of State revoked the Articles of Incorporation of 
the Issuer and that the broker/dealer registration of the 
underwriter for the proposed offering has been revoked; (b) 
the Issuer failed to cooperate with the Commission in that 
the Issuer and its principal officers and directors have 
resisted numerous attempts by the Commission's staff to 
assist the Issuer in complying with the requirements of 
Regulation A; and (c) the offering, if made, would be in 
violation of Section 17 of the Securities Act of 1933, as 
amended. 


No hearing having been requested by the Issuer within thirty 
days after the entry of the order of temporary suspension, 
the Commission ordered, pursuant to Rule 261 of the 
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General Rules and Regulations under the Securities Act of 
1933, as amended, that the exemption of the Issuer under 
Regulation A be permanently suspended. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12930A/November 12, 1976 


In the Matter of 


GOVERNMENT EMPLOYEES INSURANCE COMPANY 
(GEICO) 

NORMAN LAWRENCE GIDDEN 

RALPH CLARK PECK 


SUPPLEMENTAL ORDER CORRECTING ERROR 


The Commission having by order dated October 27, 1976 
entered an Order instituting proceedings in the matter of 
Government Employees Insurance Company et al. and the 
Commission having entered its findings and order in such 
proceedings and the Commission having duly considered 
the matter, 


HEREBY ORDERS, that said order be amended as follows: 
The word “pre-tax” is hereby substituted for the word “after- 
tax” in each instance where “after-tax” was used to de- 
scribe GEICO’s losses for the third quarter of 1975. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12969/November 15, 1976 


EXTENSION OF TEMPORARY RULE FOR SUBMISSION 
OF PRICE QUOTATIONS TO INTER-DEALER QUOTA- 
TION SYSTEM 


The Securities and Exchange Commission today an- 
nounced the extension of temporary Rule 15c2-11(f)(4)(T)' 
to February 28, 1977, pursuant to the Securities Exchange 
Act of 1934 (the ‘‘Act”’).2 This sub-paragraph in Rule 15c2- 
11 was temporarily adopted in Securities Exchange Act 
Release No. 12630 and, by its terms, was to expire on 
November 12, 1976. Sub-paragraph (f)(4)(T) temporarily 
exempts from the provisions of Rule 15c2-11 certain publi- 
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cations and submissions of quotations respecting securities 
traded over-the-counter which have been the subject, at 
least once each fifth business day, of both bid and ask 
quotations at specified prices, reported to, and published by, 
an inter-dealer quotation service. 


The Commission, pursuant to the Securities Exchange Act 
of 1934, and particularly Sections 2, 3, 11A, 15 and 23 
thereof,4 hereby amends § 240.15c2-11, effective Novem- 
ber 12, 1976, by changing the expiration date in paragraph 
(f)(4)(T)(ii) to February 28, 1977. 


The Commission finds, in accordance with the Administra- 
tive Procedure Act (5 U.S.C. 553(b)(3)(B)), that Temporary 
Rule 15c2-11(f)(4)(T) will relieve brokers and dealers of a 
restriction upon submitting price quotations to inter-dealer 
quotations systems, that notice and public procedure are 
therefore unnecessary as a prerequisite to the adoption of 
the amendment, and that the effectiveness of the Rule 
should be extended, effective on the above date, in accord- 
ance with the Administrative Procedure Act (5 U.S.C. 
553(d)(3)). The extension of Rule 15c2-11(f)(4)(T) will per- 
mit brokers, dealers and other interested persons to com- 
ment on the temporary provisions in a more orderly and 
timely manner and afford the Commission adequate time to 
review such comments and data respecting the effect of the 
provisions on the publication of price quotations more 
carefully and completely, consistent with the public interest 
and the protection of investors before considering their 
adoption on a permanent basis. The Commission also finds 
that the extension of temporary Rule 15c2-11(f)(4)(T) will 
not impose any burden upon competition. 


Further public comment is invited on Rule 15c2-11(f)(4)(T) 
as extended and on the advisability of adopting the Rule on 
a permanent basis. Comments should be submitted to 
George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitoi Street, Washington, 
D. C. 20549 in triplicate not later than January 31, 1977. All 
communications should refer to File No. S7-641 and will be 
available for public inspection in the Commission’s Public 
Reference Room located at 1100 “L” Street, N.W., Room 
6101, Washington, D. C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





147 CFR 240.15c2-11(f)(4)(T). 


215 U.S.C. 78a et seq., as amended by Pub. L. 94-29 (June 
4, 1975). 


3 Release No. 34-12360 (July 16, 1976), 41 F.R. 30008 
(July 21, 1976), 9 SEC DOCKET 1114 (July 28, 1976). 


4 15 U.S.C. 78(b), (c), (k-1), (0), and (w). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12970/November 12, 1976 


NOTICE OF EFFECTIVENESS OF THE PROPOSED 
RULE CHANGES SUBMITTED BY THE MIDWEST 
CLEARING CORPORATION AND THE MIDWEST SECU- 
RITIES TRUST COMPANY (File Nos. SR-MCC-76-6 AND 
SR-MSTC-76-17) 


The Midwest Clearing Corporation (“MCC”) and the Mid- 
west Securities Trust Company (“MSTC”) submitted, on 
November 1, 1976, rule changes pursuant to Section 
19(b)(3) of the Securities Exchange Act of 1934 and Rule 
19b-4 thereunder. The rule changes increase the fees for 


the Automatic Stock Loan services provided by MCC and 
MSTC. 


The foregoing rule changes have become effective pursuant 
to Section 19(b)(3) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule changes, the Commission may summarily abrogate the 
rule changes if it appears to the Commission that such 
action is necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submissions is expected to be made in 
the Federal Register during the week of November 15, 
1976. Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File Nos. SR-MCC-76-6 and SR-MSTC- 
76-17. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspection 
at the Securities and Exchange Commission's Public Refer- 
ence Room, 1100 L Street, N.W., Washington, D. C. Copies 
of the filings will also be available at the principal offices of 
the above-mentioned self-regulatory organizations. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12971/November 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 


THE PACIFIC STOCK EXCHANGE, INC. File No. SR-PSE- 
76-32 
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The Pacific Stock Exchange, Inc. (“PSE’’) submitted on 
November 8, 1976 a proposed rule change under Rule 19b- 
4 to increase monthly dues payable by PSE members and 
member firms from One Hundred Fifty Dollars ($150.00) to 
Two Hundred Fifty Dollars ($250.00). 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of November 15, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Secu- 
rities and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-PSE-76-32. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12972/November 15, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE MUNICIPAL SECURITIES RULEMAKING BOARD 


File No. SR-MSRB-76-11 


The Municipal Securities Rulemaking Board submitted on 
November 10, 1976, a proposed rule change under Rule 
19b-4 to provide compensation to Board members in con- 
nection with their attendance at committee meetings of the 
Board, provided that the Chairman of the Board approves 
the payments with respect to each meeting. 


The foregoing rule change has become effective, pursuant 
to Section 19(b)(3)(A) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
roposed rule change, the Commission may summarily 
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abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of November 22, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. Per- 
sons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Secu- 
rities and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to 
File No. SR-MSRB-76-11. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12973/November 15, 1976 


In the Matter of 


PACIFIC SECURITIES DEPOSITORY TRUST COMPANY 
301 Pine Street 
San Francisco, California 94104 


(SR-PSD-76-4) 


ORDER APPROVING RULE CHANGE SUBMITTED BY 
PACIFIC SECURITIES DEPOSITORY TRUST COMPANY 
AMENDING ITS PARTICIPANTS FUND REQUIREMENTS 


On September 20, 1976 the Pacific Securities Depository 
Trust Comapny (“PSD”) submitted a proposed rule change 
pursuant to Rule 19b-4 under the Securities Exchange Act 
of 1934 (the “Act’), amending its Participants Fund require- 
ments with respect to participants maintaining multiple ac- 
counts with PSD. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, the rule change was published in the Federal 
Register (41 Fed. Reg. 44768, October 12, 1976), and the 
public was invited to submit comments. Notice of the filing 
and an invitation for comments also appeared in Securities 
Exchange Act Release No. 12833, September 27, 1976. No 
letters of comment were received. 
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The Commission has reviewed the PSD submission and 
finds that the proposed rule change is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change contained 
in File No. SR-PSD-76-4 be, and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12974/November 15, 1976 


AN INTEGRATED NATIONWIDE SYSTEM FOR THE RES- 
OLUTION OF INVESTOR DISPUTES 


The Commission announced that it has received a report 
from the Office of Consumer Affairs pursuant to the directive 
contained in the May 20, 1976 release creating that Office 
that a study be made of the need for a possible structure of 
an investor dispute resolution system. In its report, the 
Office of Consumer Affairs advised the Commission that, 
after extensive analysis of the origin, nature and disposition 
of investor complaints against registered brokerage firms 
and evaluation of public comments on this subject (see 
Securities Exchange Act. Rel. No. 34-12528, June 9, 1976, 
41 FR 23803), the Office has concluded that the existing 
mechanisms for resolving such controversies, viz., litigation 
and industry-sponsored arbitration, could be more respon- 
sive to the needs of investors. The Office has recommended 
the creation of a three part integrated, nationwide system for 
complaint processing and the resolution of investor dis- 
putes. 


The Recommended System 


The first stage of the system would operate at the level of 
brokerage firms with public customers. The Office has 
recommended that each such firm be required to institute a 
system for the receipt, processing and disposition of inves- 
tor complaints in a manner that will insure full and fair 
consideration of the complaint’s merits within the firm and 
which will result in periodic reporting of relevant information 
to the Commission and self-regulatory organizations. 


The second part of the system would be a uniform media- 
tion-arbitration code that would provide for the efficient and 
economical arbitration of disputes, but would not be burden- 
some, complex or costly to the investor. In order to encour- 
age the voluntary resolution of disputes without proceeding 
to full arbitration, ail parties to a dispute submitted for 
disposition under the code would be required to engage in 
nonbinding, informal mediation as a condition precedent to 
formal arbitration. In order to keep administrative and opera- 


tional.costs to a minimum. and to offer most investors a 
mechanism for the expeditious resolution of disputes, the 
arbitration code would include a streamlined, abbreviated 
arbitration format for disputes of less than $5,000. 


The third element of the system would focus on those small 
dollar claims which may not be litigated or arbitrated in an 
economical or timely manner, i.e. claims of less than 
$1,000. To resolve these disputes, the Office has recom- 
mended the establishment of a network of professional 
small claims adjusters, who would consider statements 
submitted by all interested parties. Under appropriate guide- 
lines, the adjusters would be empowered to make a settle- 
ment offer to the investor which, if accepted, would be paid 
by the firm on condition that the investor release all rights to 
any further compensation. 


Administration of the System 


In order to instill investor confidence in the system, to insure 
uniform policy decisions and administration of the media- 
tion-arbitration code, and in furtherance of the objectives of 
a national market system, the Office has recommended that 
a new, quasi-independent entity be established by the self- 
regulatory organizations to administer the system. This 
entity would (1) serve as a nationwide clearinghouse for 
investor disputes; (2) facilitate the informal resolution of 
disputes by (a) directing complaining investors to the in- 
house complaint processing procedures established by the 
brokerage firms with public customers, and (b) maintaining 
a network of small claims adjusters; and, (3) administer the 
uniform mediation-arbitration program by calling on a na- 
tionwide panel of arbitrators to provide arbitration in most 
major cities. 


The Commission’s Views on this Report 


The Office of Consumer Affairs advised the Commission 
that the absence of a fully effective, responsive system for 
the assertion and resolution of investor complaints with 
registered brokerage firms, in the Office’s view, suggested 
that individual investors may not have, in every respect, the 
measure of protection anticipated by the federal securities 
laws, including the just and equitable principles of trade 
which regulated exchanges and associations are required to 
enforce. 


The Commission agreed that such a system is necessary 
and appropriate and stated that it is in the best interests of 
all parties that investor disputes be resolved as quickly and 
informally as possible with minimum Government involve- 
ment and minimum expense to both the industry and the 
investor. Observing that the implementation of the system 
recommended by the Office of Consumer Affairs would 
require the coordination of many segments of the securities 
industry and further consideration of numerous practical 
problems, the Commission today announced that it ap- 
proved in principle the dispute resolution system as outlined 
by the Office of Consumer Affairs. 


Opportunity for Public Comment 
Before commencing a formal rulemaking proceeding or 


requesting that the self-regulatory organizations amend their 
rules, the Commission invited all interested persons to 
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submit their comments by December 31, 1976,.on the 
system proposed by the Office of Consumer Affairs. A copy 
of the report may be obtained through the Commission's 
Public Reference Room, 1100 L Street, N.W. Washington, 
D. C. 20549. 


The Commission specifically invited comment on the follow- 
ing questions: 


a. Whether the in-house complaint processing proce- 
dures to be adopted by brokerage firms with public 
customers should have attributes in addition to those 
recommended by the Office of Consumer Affairs. 


b. Whether the $5,000 ceiling on disputes that would 
be eligible for streamlined arbitration under the media- 
tion-arbitration code and the $1,000 limitation for 
disputes that may be considered by the small claims 
adjusters are appropriate. 


c. Whether persons employed as small claims adjus- 
ters should be permitted to be employed simultane- 
ously by segments of the securities industry. 


d. Whether there are other administrative alternatives 
that would achieve the objectives set forth in the 
report. 


Comments should be sent to the attention of the Commis- 
sion’s Secretary, George A. Fitzsimmons, 500 North Capitol 
Street, Washington, D. C. 20549, in triplicate, if possible. All 
comments will be available for public inspection at the 
Commission’s Public Reference Room in Washington, D. 
C., in file S7-639. 


Announcement of a Public Forum 


The Commission also announced that a public forum will be 
held in Washington, D. C. in late January, 1977, for the 
purpose of receiving oral presentations from a representa- 
tive selection of persons who have submitted written com- 
ments. Persons wishing to participate in this forum should 
make a request in their written submission. 


Designation of an Advisory Committee 


After review of the public commenis and following the public 
forum, the Commission will designate an advisory commit- 
tee to develop specific recommendations for implementation 
of the investor dispute resolution system. Among other 
things, the advisory committee will be expected to submit to 
the Commission (a) a proposed mediation-arbitration code, 
(b) operational guidelines for the small claims adjusters, and 
(c) recommendations concerning the creation and size of 
the administrative entity. 


Recommendations for persons. to serve on this advisory 
committee should be sent to the attention of the Acting 
Director of the Office of Consumer Affairs, Van P. Carter, 
500 North Capitol Street, Washington, D. C. 20549. Each 
recommendation should be accompanied by a short biog- 
raphy of the person recommended, and all recommenda- 
tions must be received by February 1, 1977. 


For the Commission. 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12975/November 15, 1976 


A notice has been issued giving interested persons until 
November 24 to request a hearing on an application of 
Cincinnati Stock Exchange for unlisted trading privileges in 
the common stock of Mobil Corporation. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12976/November 15, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South Lasalle Street 
Chicago, Illinois 60603 


ORDER APPROVING PROPOSED RULE CHANGE BY 
THE MIDWEST STOCK EXCHANGE, INCORPORATED 


(SR-MSE-76-14) 


On August 26, 1976 the Midwest Stock Exchange, Incorpo- 
rated (“MSE”) filed with the Commission, pursuant to Sec- 
tion 19(b) of the Securities Exchange Act of 1934 (the 
“Act’), as amended by the Securities Acts Amendments of 
1975, and Rule 19b-4 thereunder, copies of a proposed rule 
change to amend the MSE Certificate of Incorporation and 
Constitution to provide the membership structure for its 
planned entry into option trading.’ This submission was 
amended by three separate amendments submitted on 
August 26, 1976, October 12, 1976 and October 22, 1976, 
respectively. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 34-12780, (September 9, 1976)) and by 
publication in the Federa/ Register (41 Fed. Reg. 39856, 
(September 16, 1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to national securities 
exchanges, and in particular, the requirements of Section 6 
and the rules and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed rule 
change be, and it hereby is, approved. 











By the Commission. 


George A. Fitzsimmons 
Secretary 





‘MSE has subsequently filed proposed rule changes and 
policies for the regulation of its program (SR-MSE-76-21) 
published in Release 34-12881, 41 F.R. 45921. That pro- 
posal is not the subject of the present approval order. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12977/November 15, 1976 


In the Matter of 


PACIFIC STOCK EXCHANGE, INC. 
618 South Spring Street 
Los Angeles, California 90014 


(SR-PSE-76-20) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC STOCK EXCHANGE, INC. AND ORDER AP- 
PROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’’), as amended by 
Pub. L. No. 94-29, § 16 (June 4, 1975) notice is hereby 
given that on June 28, 1976, the Pacific Stock Exchange 
filed with the Commission copies of a proposed rule change. 
The proposed rule change would modify Exchange Rule X| 
with respect to the margining of transactions in options. 


Publication of notice of the proposed rule change is ex- 
pected to be made in the Federal Register during the week 
of November 14, 1976. Interested persons are invited to 
submit written data, views and arguments concerning the 
proposed rule change within twenty-one days after such 
publication. Persons desiring to make written submissions 
should file six copies thereof with the Office of the Secre- 
tary, Securities and Exchange Commission, 500 North Cap- 
itol Street, Washington, D. C. 20549. Reference should be 
made to file No. SR-PSE-76-20. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicabie to national securities 
exchanges and in particular the requirements of Section 6 
and the rules and regulations thereunder. 


Further, the Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the date 
of publication of notice of filing thereof, inasmuch as ap- 
proval thereof will engender greater uniformity among the 
margin rules of national securities exchanges pertaining to 
transactions in options. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change refer- 
enced above be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12978/November 15, 1976 


In the Matter of 


MULTI-BENEFIT REALTY FUND Ill 
2950 Webster Street 
Oakland, California 


(81-151) 
ORDER DISCONTINUING PROCEEDINGS 


On the application of Multi-Benefit Realty Fund Ill, the 
applicant herein, to which the Commission's Division of 
Corporation Finance is amenable, it is 


ORDERED that these proceedings in which an exemption 
was sought from certain reporting requirements imposed by 
the Securities Exchange Act of 1934 be, and they hereby 
are, discontinued. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12979/November 15, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE- BY 
THE OPTIONS CLEARING CORPORATION (File No. SR- 
OCC-76-10) 


The Options Clearing Corporation (“OCC”) submitted on 
November 4, 1976 a proposed rule change pursuant to Rule 
19b-4 under the Act, to establish a procedure which would 
permit OCC to automatically exercise certain in-the-money 
options on the expiration date, unless the clearing member 
instructs OCC to the contrary. 


Publication of the submission is expected to be made in the 
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Federal Register during the week of November .15, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within twenty- 
one days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-OCC-76-10. 


Copies of the submission, with accompanying exhibits, and 
of all written comments will be available for public inspection 
at the Securities and Exchange Commission's Public Refer- 
ence Room, 1100 L Street, N.W., Washington, D. C. Copies 
of the filing will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12980/November 16, 1976 


The Securities and Exchange Commission has issued a 
notice giving interested persons until November 29 to re- 
quest a hearing on an application by Madison Foods, Inc. 
pursuant to Section 12(h) of the Securities Exchange Act of 
1934 for an exemption from the provision of Section 15(d) of 
that Act based upon its claim that it is a wholly-owned 
subsidiary of lowa Beef Processors, Inc. and there is only 
one recordholder of its common stock. The company, a 
Delaware corporation, is engaged in swine slaughtering and 
processing. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12981/November 16, 1976 


The Securities and Exchange Commission has issued a 
notice giving interested persons until December 6, 1976, to 
request a hearing on an application by Anchor Coupling Co. 
Inc. (the “Applicant’) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 (the “Act”) for an order 
exempting the Applicant from Sections 12(g), 13, 14, and 
15(d) of the Act. As a result of a cash tender offer and 
subsequent purchases, Amerace Corporation has acquired 
more than ninety-nine percent of the Applicant's common 
shares and the number of the Applicant's shareholders if 
now fewer than three hundred. 


958/SEC DOCKET 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12982/November 16, 1976 


The S.E.C. has announced that the specified securities of 
the following companies have become listed on the follow- 
ing stock exchanges: 


New York Stock Exchange—First Chicago Corp., 7- 
3/4% notes, due October 15, 1986 (effective as of 
November 12, 1976; and Varian Associates, Inc. 
(formerly Varian Delaware, Inc.), common stock, $1 
par value (effective as of November 14, 1976). 


Pacific Stock Exchange—Varian Associates, Inc. (for- 
merly Varian Delaware, Inc.), common stock, $1 par 
value (effective as of October 22, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12983/November 16, 1976 


Admin. Proc. File No. 3-5014 
In the Matter of 


GERALD J. VANDERZON 
6543 East Hummingbird Lane 
Paradise Valley, Arizona 85253 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act,’ Gerald J. Vanderzon, without admitting or 
denying the allegations in the order for proceedings, has 
submitted an offer of settlement which the Commission has 
determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Gerald J. Vanderzon willfully 
aided and abetted violations of Sections 15(b), 15(c)(3) and 
17(a) of the Securities Exchange Act and Rules 15b3-1, 
15b8-1, 15c3-1, 17a-3, 17a-5 and 17a-11 thereunder, and 
that it is in the public interest to impose the sanction 
specified in the offer of settlement. 


Accordingly, 1T IS ORDERED that Gerald J. Vanderzon be, 
and he hereby is, suspended from association with any 
broker, dealer, investment adviser or investment company 
for a period of ninety (90) days, effective at the opening of 
business on the second Monday after the date of this order; 
and it is further 


ORDERED that after the expiration of the above suspension 
of the said Gerald J. Vanderzon, he be, and he hereby is, 
barred from supervisory associations with any broker, 
dealer, investment adviser, or investment company; and it is 











further 


ORDERED that notwithstanding anything hereinabove con- 
tained the said Gerald J. Vanderzon shall not be deemed 
precluded from acting as a supervisor in sales and/or 
research activities incident to the securities business. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





‘In the matter of Ide investments, Inc. instituted on May 5, 
1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12984/November 16, 1976 


In the Matter of 


BERNARD COLLOFF 
150 Overlook Avenue 
Hackensack, New Jersey 


ORDER IMPOSING REMEDIAL SANCTIONS 


In this broker-dealer proceeding under the Securities Ex- 
change Act of 1934 (“Exchange Act’),’ Bernard Colloff 
(“Colloff’) has submitted an offer of settlement, without 
admitting or denying the allegations contained in the Order 
for Proceedings, which the Commission has determined to 
accept. 


On the basis of the Order for Proceedings and the Offer of 
Settlement, it is found that Colloff: 


(1) wilfully violated and wilfully aided and abetted 
violations of Section 17(a) of the Securities Act of 
1933 (“Securities Act’) and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder as alleged 
in the Order for Proceedings; and 


(2) was permanently enjoined by the United States 
District Court for the Southern District of New York on 
August 20, 1975 from violating Section 17(a) of the 
Securities Act, Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder. 


In view of the foregoing, it is in the public interest to impose 
the sanction specified in the offer of settlement. 


Accordingly, IT IS ORDERED that Bernard Colloff be, and 
hereby is suspended from association with any broker, 
dealer or investment company for a period of one year. 


This Order is to take effect at the opening of business on 
the second Monday after the date of this Order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





1In the Matter of Ross Pascall, et al., Administrative Pro- 
ceeding File No. 3-5116 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12985/November 17, 1976 


The Securities and Exchange Commission (“Commission”) 
has ordered administrative proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act’) naming Hill, Curtin 
and Ackroyd, Inc., a registered broker-dealer formerly of 
Framingham, Massachusetts. Also named in the order were 
Walter R. Curtin (“Curtin”) president of the Registrant and 
David W. White an associated person. 


The proceedings are based on allegations of the Commis- 
sion’s staff that Registrant aided and abetted by Curtin 
violated the bookkeeping, confirmation, financial responsi- 
bility and anti-fraud provisions of the Exchange Act. Further, 
on July 30, 1973 the United States District Court for the 
District of Massachusetts permanently enjoined Registrant 
and Curtin from further violations of the anti-fraud and 
bookkeeping requirements of the Exchange Act and entered 
a decree adjudicating the customers of the Registrant to be 
in need of protection under the provisions of the Securities 
Investor Protection Act of 1970 and appointed a trustee. 
Curtin was the president and more than a 10% shareholder 
of Registrant at the time the decree was entered. 


Proceedings against White are based upon violation of the 
bookkeeping requirements of the Exchange Act. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondents 
an opportunity to offer any defenses thereto for the purpose 
of determining whether the allegations are true, and if so, 
whether any action of a remedial nature should be ordered 
by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12986/November 17, 1976 


The SEC has issued orders pursuant to Seciion 12(d) of the 
Securities Exchange Act of 1934 granting the applications of 


SEC DOCKET/9259 








the following companies to list the specified securities on 
the following exchanges: 


American Stock Exchange—Curtice Burns, Inc., 
Class A common stock, par value $5.00; Logicon, 
Inc., common stock, $10 par value (both effective 
as of November 8, 1976); and American Broadcast- 
ing Companies, Inc., warrants to purchase shares 
of common stock expiring 1/2/82 (effective as of 
October 29, 1976). 


New York Stock Exchange—Gambles Credit Corp., 
9-3/s% senior notes, due July 15, 1986 (effective as 
of October 19, 1976); New Jersey Bell Telephone 
Co., 8% 40 year debentures, due September 15, 
2016 (effective as of October 28, 1976); Baltimore 
Gas and Electric Co., 8-3/% first refunding mort- 
gage bonds, series due September 15, 2006; Eaton 
Corp., 8-3/4% debentures, due July 15, 2001, and 8- 
1/2% notes, due July 15, 1984 (both effective as of 
November 1, 1976); Kubota Ltd., American Deposi- 
tary Shares representing common stock, par value 
50 Yen shares; National Can Corp., 7% convertible 
subordinated debentures, due 2001 (both effective 
as of November 4, 1976); and Public Service Elec- 
tric and Gas Co., 8.45% first and refunding mort- 
gage bonds, Series G, due 2006 and 8.70% cumu- 
lative preferred stock, $25 par (effective as of 
November 8, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12987/November 17, 1976 


An order has been issued granting the application of the 
New York Stock Exchange, Inc. to strike from listing and 
registration the common stock of Youngstown Stee! Door 
Company. As of September 20, 1976 there were fewer than 
120,000 shares of the company remaining in public hands 
as a result of a tender offer made by Lamson & Sessions 
Company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12988/November 17, 1976 


An order has been issued granting the applications of the 
Philadelphia Stock Exchange, Inc. for unlisted trading privi- 
leges in the common stock of Mobile Oil Corporation, 
Richmond Corporation and Rucker Company. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12989/November 17, 1976 





In the Matter of 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


(File No. SR-MSE-76-16) 
ORDER APPROVING PROPOSED RULE CHANGES 


On September 3, 1976, the Midwest Stock Exchange, 
Incorporated filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act”), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change to 
revise membership qualifications in regard to age, state or 
country under whose laws an applicant for membership or 
member may be organized, and a member organization 
which is a subsidiary of another organization. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of Securities Exchange Act Release No. 12799 
(Sept. 14, 1976) and by publication in the Federal Register 
(41 Fed. Reg. 44776 (Oct. 12, 1976)). 


The Commission finds that the proposed rule changes are 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to national securities 
exchanges, and in particular, ihe requirements of Section 6 
and the rules and regulations thereunder.' 





IT {8S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed rule 
change be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





1The Commission’s approval of the amendments to the 
rules is subject, nevertheless, to its review pursuant to 
Section 31(b) of the Securities Acts Amendments of 1975. 
See, e.g., Securities Exchange Act Release No. 12157 ~ 
(Mar. 2, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12992/November 17, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-76-19 








The Pacific Stock Exchange Incorporated (“PSE”) submit- 
ted on June 17, 1976 a proposed rule change under Rule 
19b-4 to amend Section 18(c)(2) of Exchange Rule X 
regarding suitability standards for option writing by cus- 
tomers of Exchange members or member organizations. 


Publication of the submission is expected to be made in the 
Federal Register during the week of November 15, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings 
to determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 14 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D. C. 20549. Reference 
should be made to File No. SR-PSE-76-19. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19753/November 12, 1976 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-5568) 


NOTICE OF FURTHER POST-EFFECTIVE AMENDMENT 
REGARDING FINANCING OF POLLUTION CONTROL FA- 
CILITIES 


NOTICE IS HEREBY GIVEN that Alabama Power Company 
(“Alabama”), an electric utility subsidiary company of The 
Southern Company, a registered holding company, has filed 
with this Commission a further post-effective amendment to 
the application in this proceeding pursuant to Sections 9(a) 
and 10 of the Public Utility Holding Company Act of 1935 
(“Act”) regarding the following proposed transaction. All 


interested persons are referred to the amended application, 
which is summarized below, for a complete statement of the 
proposed transaction. 


On November 3, 1976 (HCAR No. 19743), a notice was 
issued in connection with a post-effective amendment to the 
application in this proceeding regarding an installment sale 
agreement between Alabama and the Industrial Develop- 
ment Board of the City of Mobile, Alabama (‘Board’). Said 
amendment related to Alabama's intention to request that 
the Board issue up to $9,000,000 in additional revenue 
bonds to meet increased costs of construction of certain 
pollution control facilities at Alabama’s Barry and Chickasaw 
Steam Plants. It is now proposed that additional revenue 
bonds be issued by the Board in the aggregate amount of 
$10,600,000. In all other respects, the transaction remains 
unchanged. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 6, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendments to the 
application which he desires to controvert; or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in the case of 
an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as now 
amended or as it may be further amended, may be granted 
as provided in Rule 23 of the General Rules and Regula- 
tions promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19754/November 12, 1976 


In the Matter of 


GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 

20 Turnpike Road 
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Westborough, Massachusetts 01581 
(70-5810) 


NOTICE OF PROPOSED INCREASE IN SHORT-TERM 
BORROWING BY SUBSIDIARY COMPANY AND RE- 
QUEST FOR EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and Gran- 
ite State Electric Company, Massachusetts Electric Com- 
pany, The Narragansett Electric Company, and New Eng- 
land Power Company (“NEPCO”), its subsidiary electric 
utility companies (‘the borrowing companies”), have filed a 
post-effective amendment to their application-declaration 
previously filed with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 7, 9(a), 10 and 12 of the Act and Rules 42, 
43, 45 and 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred to 
the application-declaration, which is summarized below, for 
a complete statement of the proposed transactions. 


By order dated March 31, 1976 (HCAR No. 19453), the 
borrowing companies were authorized to issue various 
amounts of short-term notes and commercial paper through 
March 31, 1977. NEPCO was specifically authorized to 
issue notes and commercial paper in an aggregate principal 
amount of up to $83,000,000 to be outstanding at any one 
time. The full amount was authorized for NEPCO in the 
event that NEPCO does not issue First Mortgage Bonds 
during the fourth quarter of 1976. If such bonds are not sold, 
the aggregate short-term borrowings by NEPCO is not to 
exceed $58,000,000. 


By post-effective amendment filed in this proceeding, it is 
stated that NEPCO does not expect to issue bonds in the 
fourth quarter of 1976 but that it may issue bonds in the first 
quarter of 1977. NEPCO requests authority for an increase 
in the maximum amount of short-term borrowings it may 
incur through March 31, 1977 from $83,000,000 to 
$115,000,000. The additional borrowings will only be in- 
curred in the event that NEPCO does not issue bonds 
during the first quarter of 1977. 


The proceeds of the proposed borrowings are to be used by 
NEPCO to pay its then outstanding notes payable to banks, 
dealers in commercial paper and/or to NEES at or prior to 
maturity thereof, and to provide new money for capital 
expenditures or reimburse its treasury therefor. 


The proposed notes to banks and/or NEES will mature in 
less than one year from the date of issue and will be 
prepayable at any time, in whole or in part, without pre- 
mium. The borrowing companies will maintain sufficient 
operating balances to meet the lending banks’ compensat- 
ing balance requirernents or in lieu thereof will pay fees to 
the banks equivalent to such compensating balance re- 
quirements. The notes to banks will bear interest at not in 
excess of the prime rate in effect at the time borrowings are 
made. The notes to NEES will bear interest at not in excess 
of the prime rate in effect at the time borrowings are made. 
If the operating balances were maintained solely to fulfill 
prevailing compensating balance requirements of about 
10% to 20%, or fees equivalent thereto, the effective 
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interest cost to the borrowing companies would be approxi- 
mately 71/2% to 8.44% per annum, based on a prime rate of 
63/4%. 


It is proposed that NEPCO may prepay its notes to NEES, 
in whole or in part, with borrowings from banks or from sale 
of commercial paper, or that its borrowings from banks may 
be prepaid, in whole or in part, with borrowings from NEES, 
or from the sale of commercial paper. In the event of 
borrowings from banks at a higher interest rate or the sale 
of commercial paper at a higher effective interest cost, to 
prepay notes to NEES, NEES will credit NEPCO for any 
excess interest from the date of issuance of the new notes 
or commercial paper to the normal maturity date of the 
notes to NEES being prepaid. Conversely, in the event of 
borrowing from NEES to prepay notes to banks, the interest 
rate of notes issued to NEES will be the lower of (1) the 
interest rate on the notes being prepaid or (2) the prime 
interest rate then in effect, but with respect to (1) only to the 
maturity date of the notes so prepaid, and thereafter at the 
prime interest rate in effect at the time the new notes are 
issued. 


NEPCO also proposes to issue and sell commercial paper 
to Lehman Commercial Paper Incorporated (‘‘Lehman’’) 
and/or A. G. Becker & Co., Incorporated (‘Becker’), dealers 
in commercial paper. The commercial paper will be issued 
during the period through March 31, 1977, will have varying 
maturities of not more than 270 days after the date of issue, 
will be sold in varying denominations of not less than 
$50,000 and not more than $1,000,000, and will not by their 
terms be prepayable prior to maturity. Such notes will be 
issued and sold directly to Lehman and/or Becker at a 
discount which will not exceed the discount rate prevailing 
at the date of issuance for commercial paper of comparable 
quality and like maturity. The effective interest cost will not 
exceed the effective interest cost prevailing at the date of 
issue for borrowings from The First National Bank of Boston 
(“First National’), except that, in order to obtain maximum 
flexibility, commercial paper may be issued with a maturity 
of not more than 90 days from the date of original issue of 
the commercial paper if the effective costs are in excess of 
such effective interest cost from First National. 


Lehman and Becker, as principals, will reoffer the commer- 
cial paper at a discount rate not more than '/s of 1% per 
annum less than the prevailing discount rate to the issuer. 
The notes will be reoffered by Lehman and Becker to not 
more than 100 of their respective customers whose names 
appear on nonpublic lists prepared in advance by Lehman 
and Becker. It is expected that such commercial paper will 
be held to maturity by the purchasers from the dealers, but, 
if any such purchaser wishes to resell prior to maturity, 
Lehman or Becker, as the case may be, pursuant to an oral 
repurchase agreement, will repurchase the paper for resale 
to others on said lists of customers. 


NEPCO requests an exception from the competitive bidding 
requirements of Rule 50 for the proposed issuance and sale 
of its commercial paper notes pursuant to Section (a)(5) 
thereof on the grounds that (a) the commercial paper to be 
issued will have maturities of not more than nine months, (b) 
the effective interest cost thereon will not exceed the 
effective interest costs at the time of issue for borrowings 
from The First National Bank of Boston, except that, in order 














to maintain maximum flexibility, commercial paper may be 
issued with maturities which in the aggregate do not exceed 
more than 90 days from the date of original issue of the 
commercial paper if the effective costs are in excess of such 
effective interest cost, from The First National Bank of 
Boston, (c) the current rates for commercial paper for prime 
borrowers such as NEPCO are readily ascertainable by 
reference to daily financial publications and (d) it is not 
practical to publish invitations for bids for commercial paper. 


It is stated that there are no additional fees or commissions 
to be paid in connection with the proposed transaction. The 
New Hampshire Public Utilities Commission has jurisdiction 
over the proposed issuance of short-term promissory notes 
by NEPCO. No other state commission and no federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 9, 1976, request in writing 
that a hearing be held on such matter stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration, as further 
amended by said post-effective amendment, which he de- 
sires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as amended by 
said post-effective amendment, or as it may be further 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19755/November 12, 1976 


In the Matter of 
MIDDLE SOUTH UTILITIES, INC. 


225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-5923) 


NOTICE OF PROPOSED ISSUE AND SALE OF PRE- 
FERRED STOCK BY SUBSIDIARY; ISSUE AND SALE OF 
COMMON STOCK BY SUBSIDIARY TO HOLDING COM- 
PANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“Middle South”), a registered holding company, and its 
electric utility subsidiary company, Arkansas Power & Light 
Company (‘Arkansas’), have filed an application-declara- 
tion with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (‘Act’) designating Sections 
6(b), 9(a) and 10 of the Act and Rules 43 and 50 promul- 
gated thereunder as applicable to the proposed transac- 
tions. All interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Arkansas proposes to issue and sell at competitive bidding 
up to 800,000 shares of a new class of preferred stock % 
Series, par value $25 per share (‘Preferred Stock”). The 
dividend rate of the Preferred Stock (which will be a multiple 
of '/25 of 1%) and the price to be paid to Arkansas for the 
Preferred Stock (which will be not less than $25 nor more 
than $25.70 per share, plus accumulated dividends, if any) 
will be determined by competitive bidding. The terms of the 
Preferred Stock will include a prohibition, until December 1, 
1981, against refunding the Preferred Stock, directly or 
indirectly, with the proceeds of funds derived from the 
issuance of debt securities at a lower effective interest cost, 
or from the issuance of other stocks which ranks prior to or 
on a parity with the Preferred Stock as to dividends or 
assets at a lower effective dividend cost. It is anticipated 
that the terms of the Preferred Stock will not provide for a 
sinking fund; however, if market conditions require that the 
Preferred Stock be given the benefit of a sinking fund, 
Arkansas will amend its application-declaration to so pro- 
vide or to establish a procedure for notifying prospective 
bidders of the sinking fund requirement prior to the time 
designated for submission of bids. The authorization of the 
new Class of preferred stock was approved by the Commis- 
sion by order dated April 9, 1976 (HCAR No. 19476). 


Arkansas further proposes to issue and sell to Middle South 
1,200,000 shares of its common stock at a price of $12.50 
per share. Middle South will derive the $15,000,000 re- 
quired to purchase Arkansas’ common stock through the 
issuance and sale of promissory notes to a group of 
commercial banks under Middle South’s revolving credit 
agreements with those banks (HCAR No. 19570, June 14, 
1976). Arkansas proposes to apply the net proceeds from 
the sale of its Preferred Stock and common stock to its 
construction program and to the payment of short-term 
indebtedness incurred or estimated to be incurred prior to 
the completion of financing for Arkansas’ construction pro- 
gram. 


The fees and expenses to be incurred by Arkansas in 


connection with the proposed sale of Preferred Stock are 
estimated at $110,000, including legal fees of $36,500 and 
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accounting fees of $14,000. The fee of counsei for the 
purchasers of the Preferred Stock is estimated at $13,000 
and will be paid by the successful bidders. No special or 
separable fees are anticipated by either Middle South or 
Arkansas in connection with the issuance and sale of the 
common stock. The issuance and sale of the Preferred 
Stock and common stock by Arkansas is subject to the 
jurisdiction of the Arkansas Public Service Commission and 
the Tennessee Public Service Commission. It is stated that 
no other State commission and no Federal commission 
other than this Commission has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 7, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the filing which he desires to contro- 
vert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in the case of an attorney at 
law, by certificate) should be fiied with the request. At any 
time after said date, the application-declaration, as filed or 
as it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19756/November 12, 1976 


In the Matter of 

ARKANSAS-MISSOUR! POWER COMPANY 
ASSOCIATED NATURAL GAS COMPANY 

Blytheville, Arkansas 

(70-5756) 

ORDER AUTHORIZING SHORT-TERM BORROWINGS 


FROM BANKS; EXCEPTION FROM COMPETITIVE BID- 
DING 
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Arkansas-Missouri Power Company (‘Arkansas-Missouri”), 
a wholly-owned subsidiary of Middle South Utilities, Inc., a 
registered holding company, has filed a post-effective 
amendment to an application-deciaration with this Commis- 
sion pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50(a)(2) 
promulgated thereunder as applicable to the following pro- 
pesed transaction. 


Arkansas-Missouri proposes to make unsecured short-term 
borrowings from 42 commercial banks from time to time for 
a period of one year from the effective date of this post- 
effective amendment in an aggregate amount not to exceed 
$7,750,000 at any one time outstanding. To effect such 
borrowings Arkansas-Missouri proposes to issue and sell to 
the First National Bank in Little Rock, Little Rock, Arkansas, 
for the account of participating banks, an unsecured promis- 
sory note payable not more than 270 days from the date of 
issuance and which may be renewed from time to time but 
to mature not later than one year from the effective date of 
the post-effective amendment. Except as stated above, the 
terms and conditions of these borrowings, including the form 
of the note to be issued by Arkansas-Missouri, applicable 
interest rate, and right of prepayment, will be the same as 
those set forth in the application-declaration and the Com- 
mission's order of November 26, 1975 (HCAR No. 19264). 
Such borrowings will be in addition to other bank borrowings 
by Arkansas-Missouri from Worthen Bank & Trust Com- 
pany, Little Rock, Arkansas, which total $3,000,000 at the 
present time, and may not exceed $5,500,000 at any one 
time outstanding (HCAR No. 19511, May 4, 1976). The net 
proceeds of the borrowings will be applied to the payment at 
maturity of Arkansas-Missouri’s presently outstanding bank 
borrowings previously authorized by the Commission. Ar- 
kansas-Missouri currently intends to repay the proposed 
borrowings from the proceeds of permanent financing or 
with funds that might otherwise become available to Arkan- 
sas-Missouri. 


It is stated that the issuance and sale of the note is 
exempted from the competitive bidding requirements of 
Rule 50 by reason of paragraph (a)(2) thereof. It is further 
stated that no State Commission and no Federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective amendment 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19721), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
post-effective amendments be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said post-effective 
amendment be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 





























tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19757/November 16, 1976 


DELMARVA POWER & LIGHT COMPANY 
Wilmington, Delaware 


(70-5444) 


ORDER PERMITTING WITHDRAWAL OF APPLICATION- 
DECLARATION AND RELEASING JURISDICTION 


Delmarva Power & Light Company (‘Delmarva’), an exempt 
holding company, having filed with the Commission an 
application-declaration and amendments thereto pursuant to 
Sections 6(a), 7, 9(a)(1), 10, and 12(d) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rules 44(b)(3) 
and 50 promulgated thereunder regarding the financing of 
certain pollution control facilities located in York ‘County, 
Pennslyvania; and 


The Commission, by orders dated January 30, 1974, De- 
cember 26, 1974, May 22, 1975, and November 18, 1975 
(HCAR Nos. 18270, 18735, 18997, and 19249), having 
authorized the proposed transactions, extended the time for 
consummation thereof, and reserved jursidiction over cer- 
tain aspects thereof; and 


The Commission, by order dated October 19, 1976 (HCAR 
No. 19717), having granted Delmarva an exemption from 
the Act pursuant to Section 3(a)(2) thereof; and Delmarva 
having thereafter by letter dated November 10, 1976, ap- 
plied to withdraw the amended application-declaration and 
for a release of the jurisdiction reserved with respect 
thereto; and 


It appearing that it is appropriate in the public interest and in 
the interest of investors and consumers to permit Delmarva 
to withdraw said application-declaration and to release the 
jurisdiction heretofore reserved in this proceeding: 


IT 1S ORDERED that the request of Delmarva that it be 
permitted to withdraw said application-deciaration, be, and it 
hereby is, deemed withdrawn; and that the jurisdiction 
heretofore reserved in this proceeding be, and it hereby is, 
released. 


For the Commission, by the Division of Corporate Reguia- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19758/November 16, 1976 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
P.O. Box 2010 
Hartford, Connecticut 06101 


THE HARTFORD ELECTRIC LIGHT COMPANY 
P.O. Box 2370 
Hartford, Connecticut 06101 


(70-5926) 


NOTICE OF PROPOSED ISSUANCE OF SECURED 
PROMISSORY NOTES TO STATE AUTHORITY FOR 
CONSTRUCTION OF POLLUTION CONTROL EQUIP- 
MENT FINANCED BY SALE OF REVENUE BONDS 


NOTICE IS HEREBY GIVEN that The Connecticut Light and 
Power Company (“CL&P”) and The Hartford Electric Light 
Company (“HELCO”), both public utility subsidiary compa- 
nies of Northeast Utilities (‘NU’), a registered holding 
company, have filed an application-declaration and amend- 
ments, thereto, with the Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘Act’), designating 
Sections 6(a) and (b) of the Act and Rule 50(a)(2) promul- 
gated thereunder as applicable to the following proposed 
transactions. All interested persons are referred to the 
application-declaration, as amended, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


CL&P owns and operates oil-fired electric generating plants 
at Milford, Norwaik, and Montville, Connecticut. HELCO 
owns and operates a similar plant at Middletown, Connecti- 
cut (“Plants”). The Federal Water Pollution Control Act 
Amendments of 1972 (“FWPCA”) require permits for dis- 
charges of effluents into navigable waters and call for the 
elimination of the discharge of pollutants into navigable 
waters by 1985. CL&P and HELCO have obtained five year 
FWPCA permits for the Plants which specify deadlines for 
the design, construction and operation of facilities (‘“Proj- 
ect”) for treatment of specific waste streams to meet the 
criteria established. CL&P’s and HELCO’s applications for 
FWPCA discharge permits with respect to the Plants are 
filed with the Connecticut Department of Environmental 
Protection (“DEP”), which administers FWPCA regulations. 
The estimated cost of the Project is $22,500,000, 
$15,825,000 and $6,675,000 for facilities to be installed at 
CL&P’s and HELCO’s plants, respectively. 


To finance construction of the Project, CL&P and HELCO 
propose to enter into a Loan Agreement (““Agreement’) with 
the Connecticut Development Authority (“Authority”). The 
Agreement will provide for the issuance by the Authority of 
the Pollution Contro! Revenue Bonds (“Authority Bonds”) in 
a principal amount not to exceed $22,500,000 for construc- 
tion of pollution control equipment. The proceeds of the sale 
of the Authority Bonds will be applied to the payment of the 
cost of construction of the Project. 


Prior to the issuance of the Authority Bonds, CL&P and 
HELCO will each execute and deliver to the Authority a 
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separate note (‘Note’) in the amount of $15,825,000 and 
$6,675,000, respectively. The Notes will be issued to evi- 
dence the obligation of CL&P and HELCO under the Agree- 
ment between the Authority, CL&P and HELCO for the 
repayment of the loan made by the Authority to CL&P and 
HELCO from the proceeds of the Authority Bonds. The 
Authority Bonds are to be secured by the assignment to 
Hartford National Bank and Trust Company, Hartford, Con- 
necticut (“Trustee”) acting pursuant to an indenture of trust 
dated January 1, 1977, (‘Indenture’) between the Authority 
and the Trustee of the CL&P and HELCO Notes and the 
Agreement, which grants to the Authority a security interest 
in the Project equipment. The security interest will be 
subordinate to the lien of the Indenture dated as of May 1, 
1921, between CL&P and Bankers Trust Company, Trustee, 
and, in the case of HELCO, of the First Mortgage Indenture 
and Deed of Trust, dated as of January 1, 1958, between 
HELCO and First National Bank of Boston, Trustee. Items of 
pollution contro! equipment released from the liens of such 
mortgage indentures will be automatically released from the 
lien of the security interest granted hereby. 


It is expected that the Authority Bonds will be dated January 
1, 1977, and will mature on January 1, 2007. Payment on 
the Notes will equal the amount payable as interest and 
principal on the Authority Bonds outstanding under the 
indenture. Interest on the Notes will be at the rate and will 
be payable at times corresponding to the rate of interest on 
and times of payment of the Authority Bonds. It is presently 
proposed that interest will be paid semi-annually commenc- 
ing July 1, 1977, and that mandatory sinking fund install- 
ments and/or serial maturities will commence not later than 
January 1, 1993, so as to retire not less than 25% of the 
Authority Bonds prior to maturity. The Indenture will contain 
certain redemption provisions which will include the right of 
CL&P and HELCO to cause the redemption of the Authority 
Bonds, in whole or in part, at any time after the Authority 
Bonds have been outstanding for ten years at an initial price 
of 103%:declining by .5% each year thereafter. In addition, 
the Indenture will provide for special redemption without 
premium on account of the occurrence of one or more 
specified events. 


The Agreement will also provide that in the event of a 
default by CL&P and/or HELCO in its obligations under the 
Agreement, the Trustee may cause all amounts payable by 
both CL&P and/or HELCO pursuant to such Agreement to 
become immediately due and payable. Proceeds from the 
issuance of the Authority Bonds will be advanced by the 
Trustee to CL&P and HELCO for expenditures (including 
capitalized interest) already made on account of the Project. 
The remainder of the proceeds will be held in separate 
construction funds to be maintained by the Trustee and will 
be advanced to CL&P and HELCO in accordance with the 
Agreement and Indenture, as certified pollution control ex- 
penditures are made. The Agreement further provides that 
the Companies have the option, so long as it is not in 
default thereunder, to prepay the loan, including interest 
thereon, in whole or in part on any due date for the payment 
of interest, after the Authority Bonds have been outstanding 
for ten years. Such payments must be sufficient to redeem 
or purchase outstanding bonds in the manner and to the 
extent provided in the Indenture. 


It is not possible to ascertain in advance precisely the 
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interest rate which may be obtained in connection with the 
issuance of the Authority Bonds. However, CL&P and 
HELCO have been advised that tax-exempt bonds such as 
these have historically carried an annual interest rate ap- 
proximately one and one half to two percent lower than 
comparable taxable long term corporate bonds. The maxi- 
mum amount of Authority Bonds that are expected to be 
sold to finance the pollution control facilities and, conse- 
quently, the amount of the Notes may be adjusted down- 
ward prior to the date of issue. 


For the twelve months ended September 30, 1976, interest 
on CL&P’s outstanding first mortgage bonds, as computed 
under CL&P’s mortgage indenture, was covered 2.32 times. 
After giving pro forma effect to the issuance of the pollution 
control bonds, CL&P’s coverage is 2.26 times. For the 
twelve months ended September 30, 1976, interest on 
HELCO’s outstanding first mortgage bonds, as computed 
under HELCO’s mortgage indenture, was covered 2.54 
times. After giving pro forma effect to the issuance of the 
pollution control bonds, HELCO’s coverage is 2.49 times. 


It is contemplated that the Authority Bonds will be sold by 
the Authority pursuant to an arrangement with a group of 
underwriters represented by Morgan Stanley anc Co., Incor- 
porated. Each Company will agree to indemnify the Author- 
ity and the underwriters against certain civil liabilities. 


CL&P and HELCO shail have the right under the Agreement 
to make substitutions, modifications or improvements to the 
Project, provided that the value or operation of the Project 
as pollution control facilities is not materially impaired. The 
outstanding promissory notes issued by CL&P and HELCO 
wil! be recorded as Other Long Term Debt in their financial 
statements. No associate company or affiliate company of 
CL&P and HELCO has any material interest, directly or 
indirectly, in the proposed transactions described therein. 


The Public Utilities Control Authority of the State of Con- 
necticut has jurisdiction over the proposed issuance of the 
Notes by the Companies. No other State or Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transactions will be supplied 
by amendment. It is stated that none of such fees, commis- 
sions or expenses is to be paid to any associate or affiliate 
of the Company, except for incidental services to be per- 
formed, at cost, by Northeast Utilities Service Company, an 
associate company. 


NOTICE iS FURTHER GIVEN that any interested person 
may, not later than December 10, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration, as 
amended, which he desires to controvert; or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request should be served personally 
or by mail upon the applicant-declarant at the above stated 
address, and proof of service (by affidavit or, in the case of 
an attorney at law, by certificate) should be filed with the 














request. At any time after said date, the application-deciara- 
tion, as amended or as it may be further amended, may be 
granted and permitted to become effective as’ provided in 
Rule 23 of the General Rules and Regulations permitted 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) any any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19759/November 16, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF OHIO, INC. 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA HYDROCARBON CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
THE INLAND GAS COMPANY,INC. 


(70-5834) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING INTRASYSTEM FINANCING 


NOTICE IS HEREBY GIVEN that The Columbia Gas Sys- 
tem, Inc. (“Columbia”), a registered holding company, and 
its above-named wholly-owned subsidiary companies, in- 
cluding Columbia Gas of West Virginia, Inc. (“Columbia of 
West Virginia”) and The Inland Gas Company, Inc. (‘“In- 
land”), have filed with this Commission a post-effective 
amendment to the application-declaration in this proceeding 
pursuant to Sections 6(b), 9(a), 10, and 12(b) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rule 45 
promulgated thereunder regarding the following proposed 


s & transactions. All interested persons are referred to the 


\ 


amended application-declaration, which is summarized be- 
low, for a complete statement of the proposed transactions. 


By order in this proceeding dated April 30, 1976 (HCAR No. 
19506), Columbia and its above-named subsidiary compa- 
nies were authorized to engage in certain intrasystem 
financing, including open account advances of up to 
$8,400,000 by Columbia to Columbia of West Virginia. It is 
now proposed that the amount of said advances to Colum- 
bia of West Virginia be increased to an aggregate of up to 
$18,400,000 under the same terms as the prior authoriza- 
tion. The advances will be repaid on or before May 31, 
1977, and will initially bear interest at the prime commercial 
bank rate in effect from time to time at Morgan Guaranty 
Trust Company of New York. At the present time, the prime 
commercial bank rate is 6-'/2%. The interest charges will be 
adjusted, after the storage financing period, to the effective 
interest cost Columbia achieves on its short-term borrowing. 
It is stated that the proposed increase is required in order to 
provide Columbia of West Virginia with sufficient funds to 
make rate refunds to its customers estimated to approxi- 
mate $12,000,000 pursuant to an order of the Public Serv- 
ice Commission of West Virginia issued August 9, 1976. 


In addition, the post-effective amendment adds Inland to the 
system companies included in the proceeding and states 
that Inland proposes to issue and sell to Columbia up to an 
aggregate of $1,500,000 of installment promissory notes 
prior to April 1, 1977. It is stated that the proposed financing 
is necessitated by the required additional production facili- 
ties that are now contemplated. Said installment notes are 
to be unsecured, non-registered, and dated the date of their 
issue. The principal amounts will be due in twenty (20) 
equal annual installments on March 31st of each of the 
years 1978 to 1997, inclusive. Interest on all such notes will 
accrue from the date of issuance and is to be paid semi- 
annually on the unpaid principal thereof until fully paid. The 
interest rate will be the actual cost of money to Columbia 
with respect to its last sale of debentures and’or preferred 
stock prior to the issuance of said notes decreased by an 
amount necessary in order that the interest rate be a 
multiple of /10 of 1%. Columbia sold $75,000,000 principal 
amount of debentures on May 19, 1976, at a cost of money 
of 9.327%. Therefore, the installment notes to be issued 
initially will bear an interest rate of 9.3%. Installment notes 
to be issued subsequent to any of Columbia’s future financ- 
ings will carry an interest rate related to the last such sale of 
securities prior to the issuance of said notes. 


The expenses to be paid by Columbia and the two subsidi- 
ary companies in connection with the proposed transactions 
are estimated at $900. It has been requested that authority 
be granted to file certificates under Rule 24 with respect to 
the proposed transactions on a quarterly basis. 


It is stated that the Public Service Commission of West 
Virginia has jurisdiction over the sale of securities by 
Columbia of West Virginia. No other State commission and 
no Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 9, 1976, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
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fact or law raised by the post-effective amendment which he 
desires to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the application-declaration, as now 
amended or as it may be further amended, may be granted 
and permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19760/November 17, 1976 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
NATIONAL GAS STORAGE CORPORATION 
Buffalo, New York 


SENECA RESOURCES CORPORATION 
Oil City, Pennsylvania 


(70-5915) 


ORDER AUTHORIZING EXCEPTION FROM COMPETI- 
TIVE BIDDING RELATING TO SALE OF DEBENTURES 
BY HOLDING COMPANY 


National Fuel Gas Company (‘National’), a registered hold- 
ing company, and its wholly-owned subsidiary companies, 
National Fuel Gas Distribution Corporation (‘Distribution’), 
Seneca Resources Corporation (“Seneca”) and National 
Gas Storage Corporation (“Storage”) have filed an applica- 
tion-declaration with this Commission pursuant to Sections 
6(a), 7, 9(a), 10, 12(b), 12(f) and 17(c) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 42, 43, 45, 
50 and 70 promulgated thereunder as applicable to the 
proposed transactions 
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National proposes to issue and sell, through a negotiated 
private placement with institutional investors, up to 
$40,000,000 of debentures. The terms and conditions of the 
debentures will be determined through negotiations with the 
purchasers of the debentures. It is anticipated that the 
debentures will mature in 20 years, will be noncallable for 
refunding purposes at a lower effective interest rate for five 
years from the issuance thereof, and will have the benefit of 
a sinking fund. National anticipates that while the terms and 
conditions of the debentures will be negotiated as soon as 
possible after the Commission’s approval of an exception 
from the competitive bidding requirements of Rule 50, the 
actual sale of the debentures and receipt of the proceeds 
therefrom by National will be deferred until on or about 
March 31, 1977. National has retained the investment 
banking firm of Loeb, Rhoades & Co. to identify potential 
purchasers and to act as its financial advisor in this transac- 
tion. 


National further states that in view of the apparent surplus of 
funds available for investment, it is in the best interest of the 
company to enter into a commitment at this time to insure 
that these funds will be available at a reasonable interest 
rate. In its two prior debenture issues National has been 
able to obtain a maximum maturity of only nine years. 
These maturities have resulted in higher debt service re- 
quirements and have created an excessive burden on 
National's cash flow. National is of the opinion that it is 
presently possible to sell a 20 year security conforming to 
the average life of the facilities financed and assuring debt 
service requirements in closer coniormity to the cash flow 
generated by these projects. 


In support of its request for an exception National states that 
a sale of $40,000,000 of debentures would be the largest 
long-term debt financing in its history, approximately double 
recent issues which have ranged between $18,000,000 and 
$24,000,000. In 1961 National sold its largest issue of 
$27,000,000. National states that its use of a private offering 
is necessitated by the unusual size of its construction 
program which is largely a function of the development of 
the storage project. 


The application of the proceeds from the proposed sale of 
the debentures will be detailed in the post-effective amend- 
ment filed in connection with the actual issuance and sale of 
the debentures. At present, National proposes to use the 
proceeds from the sale of the debentures to make loans of 
$11,000,000 to Distribution, $1,200,000 to Seneca and 
$7,300,000 to Storage in exchange for notes of each of 
these subsidiaries at an interest rate equal to the effective 
cost of money incurred by National, rounded to the next 
highest multiple of '/10 of 1%, and to acquire from Storage 
$9,500,000 of preferred stock, and $5,600,000 of common 
stock. The preferred stock and common stock proposed to 
be acquired by National will be the initial capitalization of 
Storage. The remaining $5,400,000 from the proposed sale 
of the debentures will be used by National to retire the 
remaining principal amount of its 3-'/4% Sinking Fund 
Debentures due May 15, 1977. 


National expects to raise funds over the next four years to 
finance a storage development project of Storage. The 
underground depleted gas fields owned or controlled by 





National and suitable for the storage of gas represent a 4 | 


‘ 





unique and valuable asset located within its operating area. 
The project is expected to cost at least $80,000,000 and. will 
provide storage service for several northeastern non-affili- 
ated utilities. Due to the wide seasonal variations in the 
demand for gas, the storage service will provide the north- 
eastern utilities with a means of husbanding supplies which 
are available to them in the summer season, for use in 
meeting high priority residential and commercial require- 
ments during the winter. Because of the customers’ use of 
the proposed storage service, they will be able to satisfy a 
greater proportion. of their high priority market during the 
winter period when the demand for gas is the greatest. 
National states that geological conditions must be suitable 
for the successful development of underground storage 
facilities. National has extensive former gas fields suitable 
for this purpose and can therefore develop storage facilities 
whereas the geological conditions in the areas in which the 
potential storage customers are located are not suitable for 
storage development. The companies located in the north- 
east outside the Appalachian area do not have this type of 
underground structure or formation located in their service 
territories and therefore cannot develop their own under- 
ground storage facilities. Construction of above ground 
storage would be considerably more expensive and im- 
practical. 


The use of storage service by other utilities is an economi- 
cal vehicle for these utilities to obtain additional gas supplies 
without paying the high cost of other types of gas, such as, 
synthetic natural gas (SNG) and liquified natural gas (LNG). 
They are presently able to purchase gas in the summer 
from their normal pipeline suppliers at about $1.25 per MCF, 
place this gas in storage and draw on it during the winter 
season. The $1.25 plus a storage service change of approx- 
imately 81¢ per MCF is more economical than their other 
alternative of purchasing SNG or LNG at a cost of $3.50 to 
$4.00 per MCF. 


in order to provide the storage service contemplated by 
Storage Corporation it will be necessary to put 24 billion 
cubic feet of base gas into the wells, allowing space for 
about 50 billion cubic feet of top gas. The base gas will be 
owned 100% by Storage and National states that the cost of 
such gas will represent a fixed asset from which a rate of 
return will be earned as permitted by the Federal Power 
Commission. The base gas is necessary in order to provide 
the deliverability of the top gas. The top gas will be owned 
100% by the storage service customers and can be drawn 
out and used by them during the winter season. 


National states that its subsidiaries have an estimated 
combined construction budget for 1977 of $50,000,000, 
including $22,000,000 towards the construction of gas stor- 
age facilities by Storage. National proposes to meet its 
capital requirements with $27,500,000 of internally gener- 
ated funds, and by selling $40,000,000 of debentures. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be filed by 
amendment. The Public Service Commission of New York 
and the Pennsylvania Public Utility Commission have juris- 
diction over the issuance and sale of the notes by National 
Fuel Gas Distribution Corporation. No Federal commission 
and no other State commision, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due natice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 19724), and no hearing has 
been requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application-declara- 
tion, as amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permit- 
ted to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over the proposed transactions pending 
completion of the application-declaration and, in addition, 
reserved as to the terms and conditions of the debentures 
and the fees and expenses to be incurred by National in 
connection with the sale of the debentures. 


For the Commission, by the Division of Corporate Regula- 
tion. pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9526/November 12, 1976 


In the Matter of 


BARBER OIL CORPORATION 
30 Rockefeller Plaza 
New York, New York 10020 


(811-1423) 


NOTICE OF FILING OF APPLICATION FOR ORDER PUR- 
SUANT TO SECTION 8(f) OF THE ACT DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Barber Oil Corporation 
(“Barber”), a Delaware corporation registered as a closed- 
end, non-diversified investment company under the Invest- 
ment Company Act of 1940 (‘Act’), has filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Barber has ceased to be an 
investment company as that term is defined in the Act. All 
interested persons are referred to the application on file with 
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the Commission for a statement of the représentations set 
forth therein, which are summarized below. 


Barber is successor to Barber Asphalt Paving Company, an 
operating company incorporated in West Virginia in 1883. 
As a result of various acquisitions and dispositions, more 
than 40% of Barber's total assets consisted of investment 
securities by June 30, 1965. Barber registered under the Act 
on November 23, 1966. 


On April 28, 1976, a majority of Barber’s stockholders 
approved a proposal to change the nature of Barber's 
business so that it would cease to be an investment 
company by embarking on a program of expanding existing 
operations of majority-owned subsidiaries and acquiring 
operating companies and properties primarily engaged in 
energy related fields. The capital necessary for this program 
was to be derived through the use of cash held by Barber, 
through cash derived from the disposition of government 
securities and investment securities held by Barber and 
through borrowings. Since stockholder approval of such 
action, Barber represents that it has expanded the existing 
operations of some of its majority-owned subsidiaries, has 
acquired a new operating subsidiary, Barber Paramont Coal 
Corporation, and has disposed of certain investment securi- 
ties. 


Section 3(a) of the Act provides that an issuer is an 
investment company if it (1) is or holds itself out as being 
engaged primarily, or proposes to engage primarily, in the 
business of investing, reinvesting, or trading in securities; 
(2) is engaged or proposes to engage in the business of 
issuing face-amount certificates of the installment type, or 
has been engaged in such business and has any such 
certificate outstanding; or (3) is engaged or proposes to 
engage in the business of investing, reinvesting, owning, 
holding, or trading in securities, and owns or proposes to 
acquire investment securities having a value exceeding 40 
per centum of the value of such issuer’s total assets 
(exclusive of Government securities and cash items) on an 
unconsolidated basis. 


Barber represents that it is not an investment company as 
defined in the Act. Barber represents that as of September 
15, 1976 the value of its assets (exclusive of United States 
Government securities and cash items) totalled 
$112,015,843 and that the value of its holdings of invest- 
ment securities aggregated $35,915,000 or approximately 
32.1% of such total assets. 


Barber has six majority-owned operating subsidiaries: Bar- 
ber Oil Exploration (100% owned), a domestic oil and gas 
exploration company; Trinidad Corporation (100% owned), 
an owner and operator of U. S. Flag tankers and an 
operator of foreign flag tankers; Intercontinent Tankers, Inc. 
(100% owned), an owner of foreign flag tankers; Hercules 
Tankers Corporation, an owner of foreign flag tankers; 
Barber Paramont Coal Corporation (100% owned) which is 
engaged in the production and sale of coal; and American 
Gilsonite Company (50% owned) which is engaged in the 
production and sale of a mineral known as Gilsonite. 


Barber represents that it manages the businesses of the 


above companies (hereinafter referred to collectively as the 
majority-owned subsidiaries). The majority-owned subsidi- 


970/SEC DOCKET 


aries, as a group, are engaged in oil and natural gas 
exploration, development and production, marine transpor- 
tation and the production and sale of coal and Gilsonite. 
Barber also represents that all its officers hold comparable 
positions in Barber's majority-owned subsidiaries, although 
some officers of Barber’s majority-owned subsidiaries are 
not officers of Barber. Barber further states that its officers 
spend substantially all their time upon the affairs of the 
majority-owned subsidiaries. 


Barber also states that it has invested in investment securi- 
ties and that it may continue to invest in investment securi- 
ties. However, Barber represents that such investments in 
investment securities will be incidental to Barber’s primary 
interest in the businesses of its majority-owned subsidiaries. 
Barber further represents that it will not acquire investment 
securities if, as a result of such acquisition, the value of its 
investment securities would be in excess of 40 percent of 
the value of its total assets (exclusive of securities issued by 
the United States Government and cash items). 


Barber further represents that it is not holding itself out as 
being engaged primarily or proposing to engage primarily in 
the business of investing, reinvesting, or trading securities 
and that it has never engaged in and does not propose to 
engage in the business of issuing face-amount certificates 
of the installment type and does not have any such certifi- 
cates outstanding. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, upon application, finds that a registered 
investment company has ceased to be an investment com- 
pany, it shall so declare by order and upon the effectiveness 
of such order, the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 7, 1976 at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication shall be addressed to: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail upon Barber at the address set forth 
above. Proof of such service (by affidavit or, in the case of 
an attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. At any time after said date, as 
provided by Rule 0-5 of the rules and regulations promul- 
gated under the Act, an order disposing of the application 
will be issued as of course following said date unless the 
Commission thereafter orders a hearing upon request or 
upon the Commission's own motion. Persons who request a 
hearing, or advice as to whether hearing is ordered, will 
receive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9527/November 15, 1976 


In the Matter of 


SCUDDER MANAGED MUNICIPAL BONDS 
10 Post Office Square 
Boston, Massachusetts 02109 


(812-4033) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 10(b)(2) OF 
THE ACT 


Scudder Managed Municipal Bonds (‘Applicant’), a no- 
load, open-end diversified management investment com- 
pany registered under the Investment Company Act of 1940 
(the ‘“‘Act’’), filed an application on September 30, 1976, 
pursuant to Section 6(c) of the Act for an order of the 
Commission exempting Applicant from Section 10(b)(2) of 
the Act. 


On October 15, 1976 a notice was issued (Investment 
Company Act Release No. 9478) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Section 
10(b)(2) of the Act, to the extent requested, be and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9528/November 15, 1976 


In the Matter of 


THE CORPORATE INCOME FUND SERIES COMPANY, 
INC. 


(THE*CORPORATE INCOME FUND INVESTMENT AC- 
CUMULATION PROGRAMS) 

% Merrill Lynch, Pierce, Fenner & Smith, Incorporated 

One Liberty Plaza 

165 Broadway 

New York, New York 10006 


(812-3968) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTIONS 15(a) AND 
16(a) OF THE ACT 


The Corporate Income Fund Series Company, Inc. (“Appli- 
cant’), registered under the Investment Company Act of 
1940 (“Act”) as an open-end management investment com- 
pany, filed an application on June 14, 1976 and amend- 
ments thereto on August 25 and October 8, 1976 with 
regard to its Investment Accumulation Program (Long- 
Term), its Investment Accumulation Program (Intermediate 
Term) and its Investment Accumulation Program (Preferred 
Stock) and subsequent Investment Accumulation Programs 
(hereinafter collectively referred to as the “Programs’) for 
an order of exemption from Sections 15(a) and 16(a) of the 
Act to the extent necessary to permit Applicant's investment 
advisers and directors to serve without prior shareholder 
approval until a meeting of each Program's shareholders to 
be held within 180 days after the effectiveness of each of 
Applicant's Registration Statements filed under the Securi- 
ties Act of 1933. 


On October 15, 1976, a notice was issued (Investment 
Company Act Release No. 9480) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tions 15(a) and 16(a) of the Act, to the extent requested, be 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9529/November 15, 1976 
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In the Matter of 


MINNESOTA TAX-EXEMPT INCOME TRUST, SERIES 1 
(AND SUBSEQUENT SERIES) 


and 


DAIN, KALMAN & QUAIL INCORPORATED 
100 Dain Tower 
Minneapolis, Minnesota 55402 


(812-4015) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTIONS 14(a), 19(b) 
AND 22(c) OF THE ACT AND RULES 19b-1 AND 22c-1 
THEREUNDER 


Minnesota Tax-Exempt Income Trust, Series 1 (“Fund”), a 
unit investment trust registered under the Investment Com- 
pany Act of 1940 (‘Act’), and its sponsor, Dain, Kalman & 
Quail Incorporated (“Sponsor”), filed an application on Au- 
gust 20, 1976, and an amendment thereto on September 
27, 1976, pursuant to Section 6(c) of the Act for an order of 
the Commission exempting the Fund (and Subsequent 
Series) from compliance with the initial net worth require- 
ment of Section 14(a) of the Act, exempting the frequency of 
capital gains distributions of the Fund (and Subsequent 
Series) from the provisions of Section 19(b) of the Act and 
Rule 19b-1 thereunder, and exempting the secondary mar- 
ket operations of the Sponsor from the provisions of Section 
22(c) of the Act and Rule 22c-1 thereunder. 


On October 18, 1976, a notice (investment Company Act 
Release No. 9485) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tions 14(a), 19(b) and 22(c) of the Act and Rules 19b-1 and 
22c-1 thereunder, to the extent requested, be and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 9530/November 15, 1976 
In the Matter of 


AMERICAN BIRTHRIGHT TRUST 
210 Royal Palm Way 
Palm Beach, Florida 33480 


(812-4032) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING A PROPOSED EXCHANGE OF SHARES 
FROM THE PROVISIONS OF SECTIONS 22(c) and 22(d) 
AND RULE 22c-1 THEREUNDER. 


On October 27, 1976, a notice was issued (Investment 
Company Act Release No. 9498) that American Birthright 
Trust (“ABT”), registered under the Investment Company 
Act of 1940 (‘Act’) as an open-end, diversified manage- 
ment investment company, filed an application on Septem- 
ber 27, 1976, and amendments thereto on October 14, 15 
and 22, 1976, pursuant to Section 6(c) of the Act for an 
order of the Commission exempting from the provisions of 
Sections 22(c) and 22(d) of the Act and Rule 22c-1 thereun- 
der, a proposed transaction pursuant to which shares of 
ABT will be issued at a price other than the current public 
offering price in exchange for substantially all the assets of 
All American Fund, Inc., a Maryland Corporation in receiver- 
ship, and at a price other than the price next determined 
after the receipt of an order to purchase its shares. 


The notice gave interested persons an opportunity to re- 
quest a hearing, and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemptions is appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provi- 
sions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from Sections 22(c) and 22(d) 
of the Act and Rule 22c-1 thereunder, to the extent re- 
quested, be, and hereby is granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9531/November 17, 1976 


In the Matter of 





SELECTED AMERICAN SHARES, INC. 
111 West Washington Street 
Chicago, Illinois 60602 


and 


LINCOLN NATIONAL INCOME FUND 
1301 South Harrison Street 
Fort Wayne, Indiana 46801 


(812-4002) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM SEC- 
TION 17(a) OF THE ACT 


Selected American Shares, Inc. (‘American’) and Lincoln 
National Income Fund, Inc. (“Income”) (collectively referred 
to as ‘“Applicants’), registered as diversified, open-end 
management investment companies under the Investment 
Company Act of 19 (‘Act’), filed an application on August 5, 
1976, and an amendment thereto on September 17, 1976, 
pursuant to Section 17(b) of the Act, for an order of the 
Commission exempting from the provisions of Section 17(a) 
the proposed reorganization of Income with and into Ameri- 
can. 


On October 18, 1976, a notice was issued (Investment 
Company Release No. 9487) of the filing of the application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order dispcsing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is consistent 
with the policies of American and Income and with the 
general purposes of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed reorganization of Income with and into Ameri- 
can be, and hereby is, exempted from the provisions of 
Section 17(a) of the Act. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9532/November 17, 1976 


In the Matter of 


SELECTED SPECIAL SHARES, INC. 


111 West Washington Street 
Chicago, Illinois 60602 


and 


LINCOLN NATIONAL CAPITAL FUND 
1301 South Harrison Street 
Fort Wayne, Indiana 46801 


(812-4003) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM SEC- 
TION 17(a) OF THE ACT 


Selected Special Shares, Inc. (“Special’’) and Lincoln Na- 
tional Capital Fund (‘Capital’) (collectively, “Applicants’”), 
registered as diversified, open-end management investment 
companies under the Investment Company Act of 1940 
(“Act’’), filed an application on August 5, 1976, and an 
amendment thereto on September 17, 1976, pursuant to 
Section 17(b) of the Act, for an order of the Commission 
exempting from the provisions of Section 17(a) the pro- 
posed reorganization of Capital with and into Special. 


On October 18, 1976, a notice was issued (Investment 
Company Release No. 9486) of the filing of the application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, and that the proposed transaction is consistent 
with the policies of Special and Capital and with the general 
purposes of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, that 
the proposed reorganization of Capital with and into Special 
be, and hereby is, exempted from the provisions of Section 
17(a) of the Act. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9533/November 16, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 552/November 16, 1976 


Admin. Proc. File No. 3-5087 


In the Matter of 
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LUIS DELACRUZ 
220 Madison Avenue 
New York, New York 10016 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings under the Investment Company Act of 
1940 (“Investment Company Act’) and the Investment Ad- 
visers Act of 1940, Luis Delacruz, without admitting or 
denying the allegations of the order for proceedings, has 
submitted an offer of settlement which the Commission has 
determined to accept. On the basis of the order for proceed- 
ings and the offer of settlement it is found that (i) on 
November 15, 1974, Luis Delacruz was convicted in the 
New York State Supreme Court of grand larceny for the 
embezzlement of funds from a registered investment com- 
pany, (ii) Luis Delacruz willfully violated Section 37 of the 
Investment Company Act and willfully caused, aided and 
abetted violations in Sections 30(b)(1) and 30(d) of the 
Investment Company Act and Rules 30b1-1 and 30d-1 
thereunder, and (iii) it is in the public interest to impose the 
sanctions specified in the offer of settlement. 


Accordingly, IT IS ORDERED that, commencing upon the 
second Monday after the date of this order, Luis Delacruz 
be and he hereby is, barred from being associated with any 
investment adviser and prohibited from serving or acting as 
an employee, officer, director, member of an advisory 
board, investment adviser or depositor of, or principal un- 
derwriter for, a registered investment company or affiliated 
person of such investment adviser, depositor, or principal 
underwriter. 


For the Commission, by its Secre ‘ary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9534/November 17, 1976 


In the Matter of 


CHESTNUT STREET EXCHANGE FUND 
(A California Limited Partnership) 

9601 Wilshire Boulevard 

Beverly Hills, California 90210 


G. WILLING PEPPER 
128 Springton Lake Road 
Media, Pennsylvania 19063 


ROBERT R. FORTUNE 
2920 Ritter Lane 
Allentown, Pennsylvania 18194 


(812-4035) 
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NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER EXEMPT- 
ING PROPOSED TRANSACTIONS FROM SECTION 17(a) 
OF THE ACT. 


NOTICE IS HEREBY GIVEN that Chestnut Street Exchange 
Fund (A California Limited Partnership) (“Fund”), an open- 
end, diversified, management investment company regis- 
tered under the Investment Company Act of 1940 (‘‘Act’), 
G. Willing Pepper (“Pepper”) and Robert R. Fortune (‘‘For- 
tune’), each a Managing General Partner of the Fund 
(hereinafter referred to collectively as ‘Applicants’, filed an 
application on October 4, 1976, and an amendment thereto 
on November 5, 1976, for an order of exemption, pursuant 
to Section 17(b) of the Act, from certain provisions of 
Section 17(a) to permit Pepper and Fortune to exchange 
securities of certain other issuers owned by them for Units 
of Partnership Interest (“Shares”) in the Fund in accordance 
with a public offering of such Shares. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations contained therein, 
which are summarized below. 


Applicants state that the Fund filed a Certificate and Agree- 
ment of Limited Partnership under the Uniform Limited 
Partnership Act of California on March 25, 1976 and a 
Restated Certificate and Agreement of Limited Partnership 
(“Partnership Agreement’) on September 16, 1976. The 
Fund’s registration statement under the Securities Act of 
1933 became effective on September 16, 1976. Applicants 
state that pursuant to the Partnership Agreement, the Fund 
will be managed solely by the Managing General Partners. 


Applicants represent that at the present time, the Fund 
consists of five individuals who act as Managing General 
Partners, and the Sandridge Corporation (a Delaware cor- 
poration organized solely for the purpose of investing in the 
Fund) which acts as a non-managing General Partner. 
Henry M. Watts, Jr., an individual Managing General Part- 
ner, is a registered broker or dealer or an affiliated person 
thereof, and, according to Applicants, is, therefore, an 
interested person of the Fund under Section 2(a)(19)(A)(v) 
of the Act. Applicants also represent that David R. Wilmerd- 
ing, also a Managing General Partner, owns securities of 
the Provident National Corporation, the parent corporation 
of the Fund’s investment manager, Provident National Bank, 
and is, therefore, an interested person of the Fund. 


The Fund and its non-managing General Partner received 
an order (Investment Company Act Release No. 9516, 
November 9, 1976) exempting them from Sections 2(a)(3), 
2(a)(19), 18(f), and 22(e) so that the Fund may operate as a 
registered investment company while organized as a limited 
partnership, and from Section 17(a) so that Sandridge may 
contribute securities to the Fund in exchange for shares of 
the Fund. 


The Fund intends to provide an investment medium for 
persons who have substantial holdings of appreciated eq- 
uity securities that are acceptable to the Fund and who wish 
to exchange such holdings for Shares. The Fund has 
received a ruling from the Internal Revenue Service that, for 
Federal income tax purposes, the Fund will be treated as a 
partnership and not as an association taxable as a corpora- 
tion. 

















Applicants also state that the exchange will not be consum- 
mated unless the value of all securities and cash accépted 
by the Fund is at least $25,000,000. The basis of the 
exchange will be one Share of each $25 in market value of 
securities and cash accepted as of the day preceding the 
effective date of the exchange, after deducting a subscrip- 
tion fee (except with respect to the proposed exchange with 
the Fund’s non-managing General Partner), which is 4.5% 
for single transactions of less than $250,000 and is reduced, 
as the size of the transaction increases, to a minimum of 
1.85%. No subscription fee will be payable unless the 
exchange is consummated. The minimum deposit accepted 
by the Fund will be securities and cash having a market 
value of at least $25,000 (before deduction of subscription 
fees) at the close of business on the date of deposit, except 
that under the Partnership Agreement, the Managing Gen- 
eral Partners need not comply with the $25,000 minimum 
deposit requirement. 


The Applicants state that Pepper and Fortune each wish to 
deposit certain common stocks in exchange for the Fund’s 
Shares. Pepper intends to offer the Fund 1,200 shares of 
Scott Paper Company, the securities of which are traded on 
the New York Stock Exchange. These shares of Scott 
Paper Company had a market value of approximately 
$24,750 as of the close of business on September 22, 1976. 
Pepper is the former president of Scott Paper Company is 
no longer an officer, director or employee of that company 
and has not been since 1973. Such securities, according to 
Applicants, are not subject to any legal restrictions regard- 
ing their resale. Fortune intends to offer the Fund 1,000 
shares of Xerox Corporation, the securities of which are 
traded on the New York Stock Exchange. The market value 
of such securities was approximately $67,250 at the close of 
business on September 22, 1976. Fortune has no relation- 
ship with Xerox Corporation other than as a shareholder. 
Such securities, according to Applicants, are not restricted. 


Section 17(a) of the Act, in part, prohibits an affiliated 
person’ of a registered investment company, acting as a 
principal, from selling to or purchasing from such registered 
company any securities or other property. Section 17(b) of 
the Act provides that the Commission, upon application, 
may exempt a proposed transaction from the provisions of 
Section 17(a) if the evidence establishes that the terms of 
the proposed transaction, including the consideration to be 
paid or received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and that 
the proposed transaction is consistent with the policy of the 
registered investment company and with the general pur- 
poses of the Act. 


In support of Applicants’ request, they state that said 
securities, offered for exchange by Pepper and Fortune, will 
be valued and considered for exchange by the Fund on the 
same basis as securities offered for exchange by all deposi- 
tors in connection with the public offering, except that the 
$25,000 minimum deposit requirement does not apply to 
them. The proposed exchange with Pepper and Fortune is 
subject to the payment of a subscription fee. 


Applicants state that Scott Paper Company and Xerox 
Corporation are listed under “List of Representative Compa- 
nies” in the Fund’s Prospectus as being securities which the 
Fund would accept in exchange for its shares. 


Applicants represent that, subject to its investment restric- 
tions and overall investment objectives, the Fund does not 
intend to reject securities of Scott Paper Company and 
Xerox Corporation deposited by persons other than Messrs. 
Pepper and Fortune if such securities have the same or less 
capital appreciation than the securities deposited by 
Messrs. Pepper and Fortune. Applicants undertake that the 
Fund will not accept securities, whether of Scott Paper 
Company, Xerox Corporation or of other issuers, deposited 
by any of its Managing General Partners, unless the aggre- 
gate federal tax cost basis of all such securities so accepted 
(plus the amount of cash, if any, being invested in the Fund 
by the Managing General Partners as a group) stated as a 
percentage of the aggregate market vaiue of all such 
securities so accepted plus such cash being so invested, is 
at least equal to the aggregate federal tax cost basis of all 
securities, whether of Scott Paper Company, Xerox Corpo- 
ration or other issuers, accepted from depositors other than 
Managing General Partners plus the aggregate cash being 
invested in the Fund by depositors other than Managing 
General Partners, stated as a percentage of the aggregate 
market value of all securities so accepted from, plus all cash 
so being invested by, depositors other than Managing 
General Partners, as a group. 


Applicants further state that in determining whether to reject 
deposits of particular securities, whether deposited by Man- 
aging Genera! Partners or Limited Partners, the Fund will 
consider the $100,000,000 limitation in the transitional rules 
contained in the Tax Reform Act of 1976, the Fund’s 
investment objectives and restrictions; and whether the 
securities in question are desirable for the Fund's initial 
portfolio in light of other securities on deposit, the tax basis 
of such securities and the amount of securities of a particu- 
lar issuer deposited. 


Applicants submit that the terms of the proposed transac- 
tions, including the consideration to be paid and received, 
are reasonable and fair, and do not involve overreaching. 
Applicants further represent that the proposed transactions 
are consistent with the policy of the Fund and the general 
purposes of the Act and are consistent with the protection of 
investors. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than December 13, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address set 
forth above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
foliowing said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the 
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hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





1 Section 2(a)(3) of the Act defines “affiliated person” of an 
investment company as, among others, any partner or 
copartner of such company 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9535/November 17, 1976 


In the Matter of 


FIRST INCOME SHARES, INC. 


and 


FIRST INVESTORS FUND FOR INCOME, INC. 
120 Wall Street 
New York, New York 10005 


(812-4030) 


ORDER PURSUANT TO SECTIONS 6(c) AND 17(b) OF 
THE ACT EXEMPTING PROPOSED TRANSACTIONS 
FROM THE PROVISIONS OF SECTIONS 17(a) AND 22(d) 
OF THE ACT AND RULE 22c-1 THEREUNDER AND 
PURSUANT TO SECTION 17(d) OF THE ACT AND RULE 
17d-1 THEREUNDER PERMITTING PARTICIPATION IN 
PROPOSED TRANSACTIONS. 


On October 21, 1976, a notice was issued (Investment 
Company Act Release No. 9495) of an application filed on 
September 20, 1976, and an amendment thereto on Octo- 
ber 1, 1976, by First Income Shares, Inc. (“New Fund”) and 
First Investors Fund for Income, Inc. (‘Old Fund’) (collec- 
tively, “Applicants”), both open-end, diversified, manage- 
ment investment companies registered under the Invest- 
ment Company Act of 1940 (‘Act’), for an order of the 
Commission pursuant to Sections 6(c) and 17(b) of the Act, 
exempting a proposed underwritten offering of New Fund 
shares and the purchase by Old Fund of all New Fund’s 
assets in exchange for Old Fund shares from the provisions 
of Sections 17(a) and 22(d) of the Act and Rule 22c-1 
thereunder, and, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, for an order permitting Applicants to 
participate in those proposed transactions. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 
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The matter having been considered, it is found, on the basis 
of the information contained in the application, that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned and that the proposed transactions are consist- 
ent with the policies of Applicants and with the general 
purposes of the Act. In addition, it is found that the participa- 
tion of Applicants in the proposed transaction is consistent 
with the provisions, policies, and purposes of the Act, and 
not on a basis different from or less advantageous than that 
of any other participant, and that the granting of the applica- 
tion is appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the proposed transactions be, and are hereby, exempted 
from the provisions of Section 22(d) of the Act and Rule 
22c-1 thereunder. 


IT IS FURTHER ORDERED, pursuant to Section 17(b) of 
the Act, that the proposed transactions be, and are hereby, 
exempted from the provisions of Section 17(a) of the Act. 


IT iS FURTHER ORDERED, pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder, that the application to 
permit the proposed transactions be, and is hereby, 
granted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9536/November 17, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 553/November 17, 1976 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Investment Company 
Act of 1940 (“Investment Company Act”) and the Invest- 
ment Advisers Act of 1940 (“Advisers Act’) against Richard 
Charles Goldstein (“Goldstein”), former officer and director 
of Janus Management Corporation (“Management”), Janus 
Fund, Inc. (‘“Fund’’), and formerly a general partner of Bailey 
and Goldstein (“B&G”) which changed its name to Bailey, 
Goldstein & Griffiths, and formerly general partner of Logan 
Capital Management (“Logan”) which changed its name to 
Bailey & Griffiths. Management is registered with the Com- 
mission as an investment adviser; Fund is registered with 
the Commission as an investment company; B&G now 
Bailey, Goldstein & Griffiths, is registered with the Commis- 
sion as an investment adviser, as is Logan. 


These proceedings are based upon allegations by the 
Commission's staff that respondents wilfully violated and/ or 
wilfully aided and abetted various provisions of the Invest- 














ment Company and Investment Advisers Acts and the rules 
promulgated thereunder by engaging in joint transactions, 
falsification of records and reports and transactions prohib- 
ited on the part of an investment adviser.". 


A hearing will be scheduled by further order to take evi- 
dence on the staff's allegations and to afford respondent 
Goldstein an opportunity to offer any defenses thereto and 
for the purposes of determining whether the allegations are 
true, and if so, whether any action of a remedial nature 
should be ordered by the Commission. 





1 Other respondents named in this proceeding, with the 
exception of Richard Charles Goldstein, have consented, 
without admitting or denying the allegations contained in the 
Order for Proceedings, to findings of violations and an Order 
Imposing Remedial Sanctions, which order will issue con- 
temporaneously with this Release. 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 552/November 16, 1976 


SEE 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9533/November 16, 1976 
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Release No. 553/November 17, 1976 


SEE 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9536/November 17, 1976 





In the Matter of 


GEORGE E. WEAVER 
3100 Richmond Avenue 
Houston, Texas 77000 


ORDER SUSPENDING ACCOUNTANT FROM APPEAR- 
ANCE OR PRACTICE BEFORE THE COMMISSION 


On September 11, 1975 the Commission entered an order, 
pursuant to Rule 2(e)(3)(i) of its Rules of Practice, temporar- 
ily suspending George E. Weaver, a certified public accoun- 
tant, from appearing or practicing before the Commission. 
The order was based on the fact that on June 30, 1975 
Weaver was permanently enjoined by the United States 
District Court for the Northern District of Texas, Dallas 
Division, in a suit brought by the Commission’, from violat- 
ing certain provisions of the Federal securities laws. Weaver 
consented to the injunction without admitting or denying the 
allegations in the Commission complaint. 


The complaint in the injunctive action alleged that Weaver 
had violated the securities laws in connection with the offer 
and sale of common stock of Sports International, Inc. in 
that he had prepared audited financial statements of First 
National Holding Corporation containing false and mislead- 
ing information in furtherance of the alleged violations. 


In connection with proposed proceedings for the purpose of 
determining whether or not Weaver's temporary suspension 
should be made permanent, Weaver has submitted an offer 
of settlement, which the Commission has determined to 
accept. 


Accordingly it is ORDERED that George E. Weaver be, and 
he hereby is, permanently suspended from appearing or 
practicing before the Commission, provided however that 
after June 30, 1980 Weaver may, if he is at that time a 
certified public accountant in good standing with the Public 
Accounting Board of the State of Texas, petition the Com- 
mission for reinstatement. 


By the Commission 


George A. Fitzsimmons 
Secretary 





1 SEC v. Sports International, Inc. et. al. (N.D. Tex., Dal. 
div., Civ. Action No. 3-75-0371-C). 
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Litigation Release No. 7643/November 12, 1976 


S.E.C. v. Getty Financial Corporation, United States District 
Court for the District of Columbia, Civil Action No. 76-2050 
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The Securities and Exchange Commission (“Commission”) 
announced the filing of a complaint in the United States 
District Court for the District of Columbia on November 4, 
1976, seeking a court order, commanding Getty Financial 
Corporation (“Getty”), Pacific Palisades, California, to com- 
ply with the Section 13(a) reporting provisions of the Securi- 
ties Exchange Act of 1934 (“the Act’) and seeking a 
preliminary and permanent injunction against further such 
violations. 


According to the Commission’s complaint against Getty, the 
company failed to file with the Commission in proper form its 
annual report on Form 10-K for its fiscal year ended August 
31, 1975. 





Litigation Release No. 7644/November 12, 1976 


S.E.C. V. BINGHAM SILVER LEAD COMPANY, ET AL., 
(D. UTAH, Civil Action File No. C 75-523) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the U.S. Securities and Exchange Commission 
announced that on October 26, 1976, Federal District Judge 
Aldon J. Anderson entered an order of permanent injunction 
enjoining George H. Badger, Salt Lake City, Utah, and 
Bingham Silver Lead Company, a Utah corporation, from 
violating the registration and anti-fraud provisions of the 
Federal securities laws. Both parties consented to the entry 
of the order without admitting or denying the allegations of 
the Commission’s complaint. 


The complaint, filed December 29, 1975, alleged that 
Badger and Bingham, among others, violated the registra- 
tion and anti-fraud provisions of the Federal securities laws 
in connection with the offer and sale of unregistered securi- 
ties, namely, common stock, limited partnership interests, 
and rights to purchase securities. 


The scheme alleged in the complaint consisted, among 
other things, of Badger and Bingham causing Bingham 
limited partnerships to acquire fraudulent loans from busi- 
ness enterprises located in Switzerland. This was alleged to 
have been accomplished in part by the device of authorizing 
the payment by the limited partnerships of excessive drilling 
charges for oil and gas drilling projects and then arranging 
for these overcharge funds to be circulated through Swiss 
companies which, in turn, loaned the money back to the 
limited partnerships. The complaint a!so alleged that due to 
this activity, investors in the limited partnerships were im- 
properly advised that the partnerships were entitled to 
certain tax benefits. In addition, the complaint charged 
Badger and Bingham with publishing false and misleading 
financial statements; publishing and distributing reports to 
shareholders which contained false and misleading state- 
ments and omitted to state material facts; distributing 
Bingham securities to insiders for inadequate consideration; 
and causing Bingham to acquire assets from Badger in non 
arms length transactions. 


For further information see Litigation Release No. 7228. 
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Litigation Release No. 7645/November 12, 1976 


S.E.C. v. LYONS OIL COMPANY, DAVID |. LYONS, JR. 
(C.D. Calif. 76-3460 HP) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission an- 
nounced that on November 8, 1976 Judge Harry Pregerson 
of the U. S. District Court in Los Angeles appointed A. Louis 
Canut as Conservator for Lyons Oil Company, Road Oil 
Sales, Inc. and 66 limited partnerships for which Lyons Oil 
Company was general partner, pursuant to the terms of a 
Final Judgment of Permanent Injunction and Order Appoint- 
ing Conservator. The Court also permanently enjoined 
Lyons Oil Company, David |. Lyons, Jr. and Bradford J. 
Erickson, all from Los Angeles, California from further 
violations of the registration and antifraud provisions of the 
Federal securities laws, all of whom consented, without 
admitting or denying the allegations in ‘the Commission's 
complaint, to the entry of a Final Judgment of Permanent 
Injunction and Appointment of Conservator. 


The Conservatorship and injunction resulted from a com- 
plaint filed by the Commission on November 4, 1976 
charging that Lyons Oil Company, David |. Lyons, Jr. and 
Bradford J. Erickson had, in violation of the registration and 
antifraud provisions of the Federal securities laws, organ- 
ized and sold interests in 66 limited partnerships to approxi- 
mately 500 investors located in at least three states raising 
approximately $5,290,000 pursuant to false and misleading 
offering circulars. As alleged in the complaint, those circu- 
lars falsely represented that each limited partnership was to 
drill at least one oil well on an oil lease owned by Road Oil 
Sales, Inc., a subsidiary of Lyons Oil Company and to 
employ steam injection to accelerate oil production. The 
complaint charged that the defendants commingled and 
misappropriated investors’ funds, used investors’ funds to 
acquire outstanding stock of Road Oil Sales, Inc. rather than 
drill wells, used investors’ funds to pay unreasonably high 
salaries, paid out proceeds from the sale of new partnership 
interests to owners of existing partnerships for the fraudu- 
lent purpose of lulling investors into believing that their oil 
wells had been drilled and were successful and that the 
defendants sold to investors in excess of 100% of the 
interests sold in the oil leases. 


Among other things, the Conservator is required by the 
terms of the appointment to report by December 9, 1976 
concerning his investigation into the existence and value of 
the assets under his control, existing liabilities and his 
opinion as to the future disposition of the interests and 
assets under his control. The order further provides that a 
hearing will be held on January 6, 1977 at 9:00 a.m. 
whereby, among other things, creditors and limited partners 
may appear to show cause why the order appointing the 
Conservator should not be finally approved. Further inquiry 
concerning the hearing should be directed to the Commis- 
sion's Los Angeles Regional Office at Suite 1710, 10960 
Wilshire Boulevard, Los Angeles, California 90024. The 
Court's order also provides that copies of the Commission's 
complaint and the order appointing Conservator be mailed 











to each creditor and limited partner 





Litigation Release No. 7646/November 15, 1976 


S.E.C. v. CATHEDRAL OF TOMORROW, INC., et al. 
(N.D. Ohio, E.D., No. C-73-157) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office of the Securities and Exchange Commission, 
announced the entry of a final judgment against Cathedral 
of Tomorrow, Inc., enjoining said organization from further 
violations of Section 17(a) of the Securities Act of 1933 in 
the offer and sale of securities of Cathedral of Tomorrow, 
Inc. The order was entered on Nov. 3, 1976, by the 
Honorable Ben C. Green, Judge of the U. S. District Court 
for the Northern District of Ohio, Eastern Division. The 
defendant consented to the entry of the final judgment 
without admitting or denying the allegations of the Commis- 
sion’s complaint. 


In addition, the complaint against Rex E. Humbard was 
dismissed, the request by the Commission for the appoint- 
ment of a receiver was vacated, and the Commission's 
charge that the Cathedral of Tomorrow, Inc. violated Section 
10(b) of the Securities Exchange Act of 1934 and Rule 10b- 
5 thereunder was dismissed. 


For more information, see Litigation Release No. 5752. 





Litigation Release No. 7647/November 15, 1976 


S.E.C. v. TransJersey Bancorp., et al. 
Civil Action File No. 75-2236 (D.N.J.) 


William D. Moran, Administrator of the New York Regional 
Office, announced that on September 23, 1976, the Honora- 
ble Vincent P. Buinno, United States District Judge in the 
District of New Jersey, signed a final judgment of permanent 
injunction enjoining Robert Prodan (“Prodan”) of Morgan- 
ville, New Jersey, from further violations of the reporting and 
anti-fraud provisions of the federal securities laws. The 
Commission's Complaint alleged that Prodan violated the 
aforementioned provisions of the securities laws in connec- 
tion with the discounting of more than $1.7 million in bogus 
leases at TransJersey Bancorp’s wholly-owned subsidiary, 
the Bank of Bloomfield. 


Prodan consented to the entry of the final judgment without 
admitting or denying any of the allegations of violations of 
the federal securities laws contained in the commission's 
Complaint. 


For further information, see Litigation Release No. 7220. 





Litigation Release No. 7648/November 15, 1976 


S.E.C. v. CARL E. ROYSE, individually and d/b/a C.E.R. 
PRODUCTION COMPANY; ROYSE DRILLING COMPANY, 
INC.; GEORGE E. CARR (W.D. Mich., S. Div., Civil Action 
No. 76-533) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office of the Securities and Exchange Commission, 
announced that on November 10, 1976, U.S. District Judge 
Wendell A. Miles, of the Federal court at Grand Rapids, 
Michigan, entered an order of permanent injunction against 
Carl E. Royse, individually and doing business as C.E.R. 
Production Company, Olney, Illinois; Royse Drilling Com- 
pany, Inc., an Illinois corporation; and George E. Carr, 
Stone Mountain, Georgia, prohibiting violations of the regis- 
tration and anti-fraud provisions of the federal securities 
laws. The defendants consented to the entry of the perma- 
nent injunction without admitting or denying the allegations 
of the Commission's complaint. 


The complaint had alleged that the defendants offered and 
sold fractional interests in oil and gas leaseholds located in 
Illinois, Indiana and Kentucky, in violation of the registration 
requirements of the Securities Act of 1933. Additionally, the 
complaint had alleged that the defendants misrepresented 
material facts and omitted to state material facts in connec- 
tion with the sales of such securities, concerning, among 
other things, risks inherent in oil and gas well drilling; safety 
of the investment; background, business experience and 
past record of Royse in developing oil and gas wells; 
expected return on an investment; production and life of 
existing wells in the vicinity; and anticipated productive and 
commercial life of wells drilled or to be drilled. 


Material assistance was rendered by the Michigan Securi- 
ties Bureau in the investigation leading to the filing of the 
complaint. See also LR 7617. 





Litigation Release No. 7649/November 15, 1976 


Commonwealth v. Dennis H. Marshall 
Commonwealth v. Wallace G. Dickson (Circuit Court of 
Alexandria, Virginia; Criminal Docket #F-3095) 


William L. Cowhig, Commonwealth’s Attorney for Alexan- 
dria, Virginia, Lewis W. Brothers, Director, Securities Divi- 
sion of the Virginia State Corporation Commission and Paul 
F. Leonard, Administrator of the Washington Regional Of- 
fice announced that on November 1, 1976, indictments were 
returned against Dennis H. Marshall (Marshall) of Green- 
belt, Maryland, and Wallace G. Dickson (Dickson) of Arling- 
ton, Virginia, by the Circuit Court Grand Jury in Alexandria, 
Virginia. Marshall was formerly a Maryland state legislator 
and Dickson, an attorney, was formerly a Virginia state 
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legislator. The indictments charge the defendants with viola- 
tions of the anti-fraud provisions of Virginia Securities law in 
connection .with their offer and sale of common stock and 
bonds in. an Alexandria, Virginia retail cooperative. The 
indictments allege the defendants converted investors’ mon- 
ies, contrary to representations to and without approval by 
investors. The investments are based on information ob- 
tained in a joint investigation of this matter by the Common- 
wealth’s Attorney, the Virginia State Corporation Commis- 
sion and the Securities and Exchange Commission. 





Litigation Release No. 7650/November 15, 1976. 


S.E.C. v. DIVERSIFIED INDUSTRIES, INC., et al., 
Civil Action No. 76-2114 (United States District Court for the 
District of Columbia) 


The Securities and Exchange Commission announced the 
filing of a complaint in the United States District Court for 
the District Of Columbia today seeking to enjoin Diversified 
Industries, Inc., (‘Diversified’), a metal processing and 
manufacturing company, and Ben Fixman, Sam Fox, Morris 
Lefton, Jack Kootman, and E. Allen Payne, all present or 
former officers and/or directors of Diversified or its subsidi- 
aries, from future violations of the anti-fraud [Section 10(b)], 
the reporting [Section 13(a)] and the proxy [Section 14(a)]} 
provisions of the Securities Exchange Act of 1934 (“Ex- 
change Act”) and certain rules thereunder. The complaint 
also seeks certain ancillary relief. 


The complaint alleges, among other things, that since at 
least 1968 Diversified, through certain of its subsidiaries, 
engaged in a course of business whereby its customers 
were underpaid and were delivered materials of loWer 
quality or quantity than actually due. The complaint further 
alleges that since 1971 Diversified, again through certain of 
its subsidiaries, falsified corporate records to generate over 
$400,000 in cash which was used, in part, to make pay- 
ments to representatives of companies doing business with 
Diversified. The complaint alleges that the individual de- 
fendants participated in certain of these activities, knew of 
others, and should have known if they did not know of still 
others. 


Without admitting or denying the allegations contained in 
the Commission’s complaint, defendant Diversified con- 
sented to the entry of a final judgment of permanent 
injunction enjoining the company from future violations of 
Sections 10(b), 13(a) and 14(a) of the Exchange Act and 


certain rules thereunder. In addition, the judgment provided 
for certain ancillary relief, including provisions requiring 
Diversified to appoint a Special Review Committee and 


Special Counsel, satisfactory to the Commission, to investi- 
gate the allegations contained in the Commission’s com- 
plaint and other matters relevant thereto, to file a report of 
its findings with the Commission and the Court, and to seek 
redress and take further action if warranted. 


Defendants Morris Lefton and E. Allen Payne also con- 
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sented, without admitting or denying the allegations con- 
tained in the Commission’s complaint, to final judgments of 
permanent injunction enjoining them from, among other 
things, future violations of Sections 10(b), 13(a), and 14(a) 
of the Exchange Act. 


In other counts, the complaint seeks to enjoin Penn-Dixie 
Industries, Inc. (“Penn-Dixie”), a company engaged in the 
manufacture of construction materials, Jerome Castle 
(“Castle”), its chairman and president, Arnold Y. Aronoff 
(“Aronoff’), a Detroit businessman, and the JDL Trust, a 
Cayman Islands trust, allegedly created and controlled by 
Aronoff, from future violations of the anti-fraud provisions 
[Section 10(b)] of the Exchange Aci and Rule 10b-5 there- 
under. The complaint also seeks to enjoin Penn-Dixie, 
Castle and Aronoff from future violations of the reporting 
provisions [Section 13(a)] of the Exchange Act and Penn- 
Dixie and Castle from future violations of the proxy provi- 
sions [Section 14(a)] of the Exchange Act. 


The complaint alleges, among other things, that the defend- 
ants by fraud and deceit caused Penn-Dixie in October of 
1973 to purchase:a parcel of Florida land for approximately 
$5.9 million which parcel was less than fifty percent of a 
larger parcel of land which Aronoff through a Cayman 
Islands trust-which he controls had purchased the previous 
day for approximately $5.8 million. 


The complaint asks the Court to impress a trust on the 
entire tract of land with a view toward causing appropriate 
restitution to Penn-Dixie and depriving the non-corporate 
defendants of unlawfully or improperly obtained benefits, 
money or property. 


Finally, in still another count, the complaint seeks to enjoin 
Casile, Fixman and Penn-Dixie from future violations of 
Section 13(d) of the Exchange Act and Rule 13d-1 thereun- 
der in connection with their alleged efforts during 1974 and 
1975 to take over control of Diversified. 


Simultaneously with the filing of its complaint, the Commis- 
sion announced that the current suspension of exchange 
and over-the-counter trading of securities of Diversified 
which terminates midnight, November 16, will not be re- 
newed. Trading of Diversified securities has been sus- 
pended since June 10 due to questions concerning the 
accuracy and adequacy of Diversified’s filings with the 
Commission. , 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be 
that, pursuant to Rule 15c2-11 unde 
> termination of the tradin sp 
entered unless and until they have sii.cily 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D.C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 


alert to the fact 
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quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any broker 
or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





Litigation Release No. 7651/November 16, 1976 


SECURITIES AND EXCHANGE COMMISSION v. ROYAL 
INDUSTRIES INC., (United States District Court for the 
District of Columbia) Civil Action No. 76-2124 


The Securities and Exchange Commission announced to- 
day the filing of a civil injunctive action in the United States 
District Court for the District of Columbia against Royal 
Industries Inc. (“Royal”), a Delaware corporation with its 
principal executive offices at Pasadena, California. The 
Commission also announced that the Court entered a 
Judgment of Permanent Injunction against Royal restraining 
and enjoining Royal from violations of the filing require- 
ments of the tender offer provisions of the Securities Ex- 
change Act of 1934 (“Exchange Act’) and ordering certain 
other relief. 


Royal consented to the entry of the Judgment of Permanent 
Injunction without admitting or denying the allegations of the 
Commission's Complaint. 


In its Complaint, the Commission alleged that Royal had 
violated Section 14(d)(4) of the Exchange Act and Rule 14d- 
4 promulgated thereunder, in filing with the Commission 
incomplete and inaccurate statements on Schedule 14D 
urging rejection of a tender offer for its securities by 
Monogram Industries Inc. (“Monogram”). The Complaint 
alleged that Royal's Schedule 14D’s filed with the Commis- 
sion contained statements that Royal's Board of Directors 
urged rejection of a proposed tender offer by Monogram, 
but failed to disclose provisions in Royal’s deferred compen- 
sation plans for certain employees which provide for accel- 
eration of approximately $9,000,000 of benefits to approxi- 
mately 100 employees, in the event a 25% interest in Royal 
is acquired in a transaction in which a majority of Royal's 
Board of Directors do not concur. The Complaint also 
alleged that Royal failed to disclose that two directors who 
voted to recommend against Monogram’s proposed tender 
offer are participants in such plans and would receive 
approximately $1,325,000 in benefits upon acceleration of 
payments under the plans. The Complaint also charged that 
Royal’s Schedule 14D’s contained incomplete and inaccur- 
ate statements concerning commissions to be paid to bro- 
kers soliciting shares tendered, the obligations of Monogram 
to accept part or all of the shares tendered, and a financial 
comparison of Royal and Monogram. 


In addition to the entry of the Judgment of Permanent 
Injunction against Royal, certain ancillary relief was under- 
taken by Royal and accepted and ordered by the Court, 
including the following: (1) an undertaking by Royal to 


adopt, implement and maintain procedures reasonably de- 
signed to prevent the recurrence of the activities alleged in 
the Commission’s Complaint, or similar activities, and de- 
signed to assure compliance with the filing requirements of 
the tender offer provisions of the securities laws, and (2) an 
undertaking by Royal to amend its Schedule 14D’s filed with 
the Commission and to correct its statements to sharehold- 
ers to assure that such filings and statements are complete 
and accurate and otherwise comply with the securities laws. 


The Court retains jurisdiction of the matter for all purposes. 





Litigation Release No. 7652/November 16, 1976 


S:E.C. v. BERTSIL L. SMITH AND JON R. WALLS (USDC/ 
WD TN., Civil Action No. C-76-497) 


Jule B. Greene, Administrator of the Atlanta Regional Office 
of the Securities and Exchange Commission, today an- 
nounced that on November 5, 1976 the Honorable Bailey 
Brown, Chief Judge of the United States District Court for 
the Western District of Tennessee at Memphis, after a 
hearing on motions filed by the Commission, entered an 
Order of Preliminary Injunction and an Order Barring Dis- 
posal of Assets against Bertsil L. Smith (“Smith”), individ- 
ually and d/b/a Smith-Walls, Inc. (“Smith-Walls”) and Jon R. 
Walls (‘Walls’), all of Memphis. The defendants were 
preliminarily enjoined from further violations of the antifraud 
provisions of the federal securities laws. 


The complaint on which the Commission’s motions were 
based alleged that Smith and Robert W. Bradford (“Brad- 
ford’), a co-defendant, aided and abetted by Walls, de- 
frauded a Georgia investor by inducing him to sell municipal 
bonds and then converting the proceeds to their personal 
use. Smith induced the investor to seli his bonds on the 
misrepresentations that they were in imminent danger of 
default and that the investor would be paid within one week 
of delivery of the bonds. Bradford picked up the investor's 
bonds and returned to Memphis. Smith contracted Walls, 
who was then employed as a salesman with a Memphis 
municipal securities firm, and offered them to Walls at a 
price substantially less than Walls knew the bonds could be 
sold for. Walls told Smith that his employer had forbidden 
any employees from effecting securities transactions with 
Smith. Walls then arranged for Smith to sell the bonds to 
one of Walls’ customers and for Walis to purchase them 
from the customer, thereby hiding Smith’s identity as the 
true seller of the bonds. In addition to receiving a commis- 
sion on the transaction, Walls was paid additional monies by 
Smith. 


The investor never received any proceeds from the sale of 
his bonds. 
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Litigation Release No. 7653/November 16, 1976 
U.S. v. RICHARD D. HAYES (E.D. Mo. 76-292 CR (4)) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office of the Securities and Exchange Commission, 
and Barry A. Short, United States Attorney for the Eastern 
District of Missouri, announced that on November 12, 1976, 
Honorable John F. Nangle, Federal District Judge in St. 
Louis, Missouri, suspended imposition of sentence and 
placed Richard D. Hayes on probation for a period of three 
years. Hayes of St. Louis County, Missouri, was the former 
cashier of Investment Securities Corporation, a broker- 
dealer firm which is being liquidated under the provisions of 
the Securities Investor Protection Act of 1970. 


On October 28, 1976, Hayes had entered a plea of guilty to 
a 1-count criminal information which charged him with 
violating the bookkeeping provisions of the Federal securi- 
ties laws by making false and fictitious entries on the books 
and records of Investment Securities Corporation. 





Litigation Release No. 7654/November 16, 1976 


S.E.C. v. Administrative Associates, Inc., et al. 
(Western District of Washington, Civil Action No. C76-770) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office announced that on November 10, 1976 a 
complaint was filed in the United States District Court, 
Western District of Washington, against Administrative -As- 
sociates, Inc. (AAI), a Washington corporation, Dale E. 
Brinkman (Brinkman) and Thomas D. Price (Price), officers 
and directors of AAI both residing in King County, Washing- 
ton, Seeking to enjoin AAI, aided and abetted by Brinkman 
and Price, from further violations of the registration and anti- 
fraud provisions of the Investment Advisers Act of 1940. 


The complaint alleges that AAI, in its business of adminis- 
tering retirement plans for members of the public advised 
others for compensation as to the value of securities and 
advisability of investing in, purchasing, and selling securities 
without having registered with the Commission as an invest- 
ment adviser. In connection with its conduct as an invest- 
ment adviser, AAI (aided and abetted by Brinkman and 
Price) is alleged to have engaged in a fraudulent course of 
business within the meaning of Rule 206(4)-2 under the 
Investment Advisers Act by (1) failing to provide quarterly 
accountings to its clients; (2) failing to verify by independent 
accounting the client funds and securities in its custody; (3) 
failing to assure the receipt of first lien real estate contracts 


or property of equivalent value in exchange for client funds 
paid to a Seattle broker of such contracts; (4) nondisclosure 
of the conduct described in (3) above; and (5) nondisclosure 
of finder’s fees received by an AAI officer from the Seattle 
broker of real estate contracts. The complaint also seeks an 
itemized accounting be made to the court of client property 
within AAl’s custody and that such property be returned to 
AAI clients. 





Litigation Release No. 7655/November 16, 1976 


S.E.C. V. INVESTMENT DIVERSIFIED, LTD., ET AL 
(N.D. ILLINOIS CIVIL NO. 76 C 4184) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office of the Securities and Exchange Commission, 
announced that on November 11, 1976, a Complaint was 
filed in the U. S. District Court in Chicago, Illinois, seeking to 
enjoin Investment Diversified, Ltd., an Illinois corporation 
Seafood Farms, Inc., a Delaware corporation, Coastal 
Shellfish, an Illinois limited partnership, Dennis M. Keese, of 
Mundelein, Illinois, Richard D. Smith, of Indialantic Florida 
and Lee Shoaf, of Dixon, Illinois, from violations of Sections 
5(a), 5(c) and 17(a) of the Securities Act and Section 10(b) 
of the Securities Exchange Act and Rule 10b-5 thereunder. 


The Commission alleges in its Complaint that the defend- 
ants violated the registration provisions of the Federal 
securities laws in that defendants have been offering for 
sale and selling securities, namely, limited partnership inter- 
ests in Coastal Shellfish when no registration statement has 
been filed or is in effect with the Commission with respect to 
such securities. The Complaint further charges defendants 
with violations of the anti-fraud provisions of the Federal 
securities laws in that defendants made untrue statements 
of material facts concerning, among other things, the nature 
of the assets owned by Coastal and the use of the proceeds 
of the Coastal limited partnership offering. The Complaint 
also charges that defendants omitted to state materiai facts 
including, among other things, that Coastal had no lease- 
holds from which to begin shellfish harvesting operations 
and that, in Securities and Exchange Commission v. Ameri- 
can Pork Producers, Inc., Civil Action File No. 73 C 1434 
(N.D. Ill. Sept. 10, 1973), an order was entered enjoining 
Keese, Shoaf and Investment from future violations of the 
Federal securities laws. 


In addition, the Commission's Complaint seeks an order 
requiring the defendants to provide the court an accounting 
of all funds received from investors in connection with the 
limited partnership interests sold by defendants, the uses to 
which such investor funds were put and the amount and 
location of any remaining funds. 
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